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WEDNESDAY,  JUNE  23,  1993 

U.S.  Senate, 
Committee  on  Commerce,  Science,  and  Transportation, 

Washington,  DC. 

The  committee  met,  pursuant  to  notice,  at  1:30  p.m.,  in  room 
SR-253  of  the  Russell  Senate  Office  Building,  Hon.  John  Breaux, 
presiding. 

Staff  members  assigned  to  this  hearing  for  Admiral  Herberger: 
Harold  J.  Creel,  Jr.,  senior  counsel;  and  Susan  E.  Adams,  minority 
professional  staff  member. 

Staff  members  assigned  to  this  hearing  for  Mr.  Ehrlich:  Troy  H. 
Cribb,  professional  staff  member;  and  Emily  J.  Gallop,  minority 
professional  staff  member. 

OPENING  STATEMENT  OF  SENATOR  BREAUX 

Senator  Breaux.  The  committee  will  please  come  to  order. 

Welcome  to  all  of  our  guests  and  our  witnesses. 

This  afternoon,  and  I  apologize  for  making  it  this  afternoon,  we 
had  to  change  the  time  at  the  last  minute,  this  afternoon  we  are 
meeting  to  consider  the  nominations  of  Admiral  Albert  Herberger 
to  be  the  Administrator  of  the  Maritime  Administration,  and  Ever- 
ett Ehrlich  to  be  Under  Secretary  for  Economic  Affairs  at  the  De- 
partment of  Commerce. 

Admiral  Herberger  and  Mr.  Ehrlich,  we  are  pleased  to  have  both 
of  you  appearing  before  the  committee  this  afternoon.  I  am  looking 
forward  to  your  testimony. 

Admiral  Herberger  comes  before  us  today  with  a  substantial 
amount  of  experience  within  the  U.S.  maritime  industry.  And  of 
course  he  will  certainly  need  it,  given  the  consistent  attacks  that 
this  industry  is  suffering  on  a  daily  basis,  most  recently  last  night 
before  the  Senate,  where  we  lost  a  vote  on  cargo  preference. 

During  his  confirmation  hearing  before  this  committee  in  Janu- 
ary, Secretary  Pena  designated  reform  of  the  U.S. -flagged  mer- 
chant fleet  as  one  of  his  two  main  priorities  for  the  whole  Depart- 
ment. Unfortunately,  the  administration  in  May  announced  that 
they  would  be  unable  to  come  up  with  a  maritime  reform  proposal 
in  the  near  future.  However,  there  have  been  recent  indications 
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that  the  administration  may  yet  pursue  a  maritime  reform  package 
after  all. 

It  is  very  essential,  absolutely  essential,  that  representatives  of 
the  industry  and  Congress,  the  Department  of  Transportation  and 
others  within  the  administration,  especially  the  Department  of  De- 
fense, work  together  to  come  up  with  a  viable  maritime  reform 
package,  and  as  soon  as  possible. 

I  am  afraid  that  if  we  do  not  accomplish  this  goal,  it  could  signal 
the  end  of  the  U.S. -flagged  maritime  industry. 

Not  only  am  I  concerned  with  the  decline  of  the  U.S. -flagged 
fleet,  but  I  am  also  alarmed  by  the  current  state  of  the  U.S.  ship- 
building industry.  Despite  repeated  attempts  by  the  U.S.  Trade 
Representative  and  others,  we  have  been  unaole  to  reach  any 
agreement  with  our  trading  partners  resulting  inequitable  trade 
practices  in  shipbuilding  and  the  international  market.  And  as  a 
result,  domestic  shipyards  continue  to  suffer  in  their  attempts  to 
compete  with  foreign,  excessively  subsidized  shipyards. 

Despite  this  sizable  trading  disadvantage,  our  shipyards  were 
able  to  keep  their  heads  above  water  for  years,  due  in  large  part 
to  Navy  contracts.  This  will  soon  change  dramatically,  however, 
given  the  intentions  to  scale  back  the  size  of  our  military. 

In  response  to  this  crisis,  I,  along  with  Senator  Barbara  Mikulski 
of  Maryland  and  Senator  Trent  Lott  of  Mississippi,  recently  intro- 
duced a  shipbuilding  bill  that  I  hope  will  address  these  adversities. 
Mr.  Chairman,  your  comments,  please. 

OPENING  STATEMENT  OF  SENATOR  ROLLINGS 

The  Chairman.  This  morning  the  Commerce,  Science,  and  Trans- 
portation Committee  is  holding  a  hearing  on  the  nomination  of  Al- 
bert J.  Herberger  of  Virginia  to  the  important  position  of  Adminis- 
trator of  the  Maritime  Administration  within  the  Department  of 
Transportation. 

When  Secretary  of  Transportation  Pena  appeared  before  this 
committee  in  January  for  his  confirmation  hearing,  he  designated 
maritime  reform  as  one  of  his  two  main  priorities,  if  confirmed  as 
Secretary  of  Transportation.  Pursuit  of  this  goal  is  not  an  easy 
task.  After  12  years  of  neglect  from  the  two  previous  administra- 
tions, the  revitalization  of  the  U.S. -flag  merchant  fleet  is  not  a 
project  that  will  be  completed  overnight.  However,  we  must  work 
quickly  before  we  lose  the  handful  of  U.S.  shipping  companies  that 
remain  along  with  the  U.S.  merchant  mariners  that  crew  their 
ships. 

If  Admiral  Herberger  is  confirmed  to  this  position,  the  challenges 
of  the  office  will  be  many.  He  will  serve  as  Secretary  Pefia's  pri- 
mary authority  on  the  U.S.  maritime  industry  and  will  face  the  de- 
manding duty  of  aiding  him  in  providing  what  we  hope  will  be  a 
viable  plan  for  revitalizing  our  once  formidable  merchant  fleet. 
Given  his  vast  background  in  the  U.S.  merchant  marine,  his  long 
service  in  the  U.S.  Navy,  his  experience  as  the  Deputy  Commander 
in  Chief  of  the  United  States  Transportation  Command,  and  his 
most  recent  duties  as  a  maritime  consultant  for  the  International 
Planning  and  Analysis  Center,  he  has  accumulated  an  impressive 
list  of  credentials  that  I  believe  will  be  important  for  this  job  and 
enable  him  to  meet  the  challenges  ahead.  We  must  work  together 


to  save  the  U.S.  maritime  industry,  which  is  so  important  to  the 
national  security  and  economy  of  our  Nation. 

I  look  forward  to  hearing  from  Admiral  Herberger. 

Also,  today  the  Committee  on  Commerce,  Science,  and  Transpor- 
tation is  considering  the  nomination  of  Everett  Michael  Ehrlich  to 
be  Under  Secretary  for  Economic  Affairs  at  the  Department  of 
Commerce. 

If  confirmed,  Mr.  Ehrlich  will  advise  Secretary  Brown  on  eco- 
nomic conditions  and  will  supervise  the  statistical  and  economic 
analysis  activities  within  the  Department.  In  his  capacity  as  Under 
Secretary  for  Economic  Affairs,  he  will  oversee  both  the  Bureau  of 
the  Census  and  the  Bureau  of  Economic  Analysis. 

To  advance  a  healthy  economic  recovery,  the  Department  of  Com- 
merce must  move  aggressively  to  increase  exports  and  promote 
technology.  Hopes  for  recovery  will  be  short  lived  unless  the  U.S. 
Government  develops  an  economic  strategy  that  will  preserve  our 
manufacturing  base,  protect  it  from  predatory  trade  practices,  as- 
sist it  in  developing  new  technologies,  and  foster  a  spirit  of  co- 
operation between  business  and  Government.  In  this  respect,  Sec- 
retary Brown  has  pledged  to  put  business  back  in  the  Department 
of  Commerce.  If  confirmed,  Mr.  Ehrlich  will  have  an  important  role 
in  helping  the  Secretary  to  formulate  economic  strategy  and  will  be 
responsible  for  assuring  that  U.S.  policy  is  founded  on  accurate, 
useful,  and  timely  economic  data. 

Mr.  Ehrlich  brings  excellent  qualifications  to  this  position.  For 
the  last  5  years,  he  has  served  as  vice  president  for  economic  and 
financial  planning  at  Unisys  Corp.  in  Blue  Bell,  PA.  In  addition, 
Mr.  Ehrlich  worked  for  the  Congressional  Budget  Office  from  1977 
to  1988,  where  he  was  promoted  to  the  position  of  Assistant  Direc- 
tor for  the  Natural  Resources  and  Commerce  Division.  Mr.  Ehrlich 
will  be  able  to  draw  on  his  experience  in  Government  and  in  the 
private  sector  to  ensure  that  the  Department's  economic  analyses 
are  responsive  to  the  needs  of  policymakers  as  well  as  American 
business. 

I  welcome  Mr.  Ehrlich  before  the  committee. 

Thank  you,  Mr.  Chairman. 

Senator  Breaux.  Thank  you,  Mr.  Chairman.  If  confirmed  as  the 
Administrator  of  MARAD,  Admiral  Herberger's  input  in  helping  us 
come  to  a  solution  for  this  problem  and  the  many  other  issues  fac- 
ing this  industry  will  be  crucial. 

Admiral  Herberger,  we  welcome  you  to  the  committee,  and  I  am 
very  pleased  that  our  distinguished  colleague  from  the  State  of  Vir- 
ginia, Senator  Chuck  Robb,  is  here  to  present  Admiral  Herberger. 

And,  Chuck,  we  are  delighted  to  have  you  with  us. 

OPENING  STATEMENT  OF  SENATOR  ROBB 

Senator  Robb.  Thank  you,  Mr.  Chairman.  I  am  delighted  to  be 
with  you  this  afternoon,  and  to  be  able  to  formally  introduce  for  his 
confirmation  hearing  Vice  Admiral  Albert  Herberger.  He  is  the 
President's  nominee  to  be  Administrator  of  the  Maritime  Adminis- 
tration, He  happens  to  live  in  the  Commonwealth  of  Virginia,  so  I 
am  doubly  pleased.  But  I  would  tell  you  that  I  just  left  a  luncheon 
with  a  number  of  members  of  the  maritime  community,  both  those 
representing  shippers,  as  well  as  those  representing  the  seafarers 


and  others.  And  there  was  uniform  support  for  this  particular 
nominee. 

As  a  matter  of  fact,  I  almost  had  to  miss  my  dessert  course,  but 
they  all  felt  that  it  was  appropriate  that  I  leave  them  early  to  come 
up  here  and  introduce  Admiral  Herberger  for  this  particular  posi- 
tion. 

He  is,  as  you  know,  a  graduate  of  the  U.S.  Merchant  Marine 
Academy.  He  served  in  the  merchant  marine  in  his  early  years  and 
in  the  U.S.  Navy  for  32  years.  He  retired  from  a  distinguished 
naval  career  in  April  1990.  As  a  surface  warfare  officer  with  18 
years  of  sea  duty,  he  held  four  operational  commands,  including 
Commander  of  Cruiser  Destroyer  Group  Two. 

Since  August  1990,  Admiral  Herberger  has  been  a  vice  president 
of  maritime  affairs  of  the  International  Planning  and  Analysis  Cen- 
ter in  Arlington.  His  last  position  before  joining  the  private  sector 
was  Deputy  Commander  in  Chief,  U.S.  Transportation  Command, 
where  he  was  responsible  for  developing  and  implementing  a  strat- 
egy to  promote  Government  and  civil  sector  support  for  improve- 
ment to  all  modes  of  national  transportation. 

Due  to  severe  declining  trends  in  the  U.S.  maritime  industry,  he 
led  educational  and  advocacy  efforts  to  bring  high-level  attention  to 
this  vital  area  for  national,  economic,  and  defense  purposes.  He  has 
more  than  17  years  executive  experience  involving  all  aspects  of 
managing  manpower  resources,  including  recruiting,  training,  edu- 
cation, distribution,  and  logistics. 

Mr.  Chairman,  with  the  problems  that  you  have  already  alluded 
to  facing  the  U.S.  maritime  industry  and  the  urgent  need  to  get  on 
with  the  revitalization  effort  to  retain  a  U.S. -flagged  fleet  and  U.S. 
shipyard  capability,  I  believe  that  Admiral  Herberger  is  the  man 
for  the  job  at  this  time.  I  think  that  the  President  has  made  an  ex- 
cellent choice. 

And  I  may  note,  Mr.  Chairman,  that  in  one  of  those  displays  of 
character  which  was  brought  to  my  attention  during  the  luncheon 
that  I  just  referred  to,  that  several  folks  there  mentioned  that  the 
Admiral  was  one  of  those  brave  souls  who  early  on  saw  that  our 
current  Commander  in  Chief  had  some  potential  in  that  particular 
area  and  was  bold  and  brave  enough — and  I  know,  having  spent  34 
years  in  the  naval  service  myself  before  retiring — that  to  step  out, 
particularly  at  that  time  and  show  support  in  this  way  is  not  some- 
thing that  those  who  are  faint  of  heart  would  be  willing  to  do. 

So,  I  am  very  pleased  to  present  for  his  confirmation  hearing 
with  the  accolades  still  fresh  in  my  ears  from  having  met,  as  I  say, 
with  representatives  of  all  phases  of  the  maritime  community  to 
say  that  they  believe  that  the  President  has  made  a  superb  choice, 
and  I  join  in  commending  Admiral  Herberger  to  you  for  confirma- 
tion today. 

Senator  Breaux.  Senator  Robb,  we  thank  you  veiy  much  for  tak- 
ing the  time.  We  apologize  for  not  getting  to  it  this  morning,  but 
we  thank  you  for  presenting  Admiral  Herberger.  And  you  certainly 
will  be  excused.  I  know  you  have  other  duties  to  attend  to. 

Are  there  any  comments  in  opening,  or  do  you  want  to  hear  Ad- 
miral Herberger  and  then  we  will  ask  questions? 


.    o 

Admiral  Herberger,  I  see  you  have  a  short  statement.  If  you 
would  present,  we  will  proceed  to  questions.  We  are  glad  to  have 
you  here. 

STATEMENT  OF  ALBERT  J.  HERBERGER,  NOMINEE, 
ADMINISTRATOR  OF  THE  MARITIME  ADMINISTRATION 

Admiral  Herberger.  Mr.  Chairman  and  members  of  the  commit- 
tee, I  am  Albert  Herberger,  and  it  is  an  honor  for  me  to  appear  be- 
fore this  committee  as  the  President's  Maritime  Administrator-des- 
ignate. I  feel  that  I  have  been  preparing  for  this  position  since 
1951,  when  I  entered  the  U.S.  Merchant  Marine  Academy  at  King's 
Point  as  a  plebe  cadet  midshipman. 

I  sincerely  believe  that  my  maritime  experience  acquired  by  serv- 
ing in  both  the  merchant  marine  and  32  years  in  the  Navy  should 
help  me  provide  leadership  at  the  Maritime  Administration  at  this 
critical  time. 

I  have  a  firm  conviction  of  the  proven  vital  role  that  the  mer- 
chant marine  plays  in  national  defense  and  in  U.S.  trade  policies. 
It  has  been  the  fourth  arm  of  defense,  time  and  again,  and  provides 
a  necessary  presence  in  the  international  arena  for  both  trade, 
safety,  and  environmental  purposes. 

I  am  committed  to  using  all  of  my  energy  and  experience  to  take 
on  the  challenges  to  help  solve  the  problems  that  are  causing  the 
industry  as  we  have  known  it  to  decline.  I  feel  that  in  recent  years 
the  military  support  capability  of  today's  U.S.  merchant  marine  has 
not  been  fully  exploited.  I  am  convinced  that  if  we  lose  much  more 
of  the  U.S. -flagged  fleet,  this  country's  ability  to  deploy  forces  in  a 
timely  manner  will  be  severely  handicapped. 

The  Desert  Shield  and  Desert  Storm  Persian  Gulf  conflict  experi- 
ence validated  once  again  the  critical  need  for  timely,  strategy  sea- 
lift. 

Sealift  capability  will  be  a  pivotal  element  of  the  ongoing  shift 
in  the  U.S.  military  posture  from  heavy  reliance  on  forward  deploy- 
ing forces,  overseas  logistics  bases  and  facilities,  to  greater  depend- 
ence on  the  transportation  of  military  cargo,  humanitarian  sup- 
plies, and  troop  support  from  the  Continental  United  States  for  re- 
gional contingencies  and  emergencies. 

The  Government-controlled  specialized  military  sealift  ships, 
those  in  hand  and  those  planned  for,  will  certainly  be  the  spear- 
head of  our  preposition  and  surge  sealift  capacity  in  time  of  crisis. 
However,  for  any  major  contingency,  in  my  opinion,  the  strategic 
mobility  strategy  of  the  United  States  will  continue  to  depend  criti- 
cally on  U.S.  commercial  ships  that  are  immediately  operational 
and  capable  of  providing  reliable  service.  This  active  fleet  also  pro- 
vides a  cadre  of  skilled  mariners  that  the  Military  Sealifl  Com- 
mand and  the  Maritime  Administration  depend  on  to  man  the  Re- 
serve sealifl  ships. 

Additionally,  U.S.  commercial  operators  are  world  leaders  in  the 
application  of  modem  technology  in  the  field  of  containerization, 
intermodalism,  origin-to-destination  support,  and  in-transit  visi- 
bility of  cargo  and  distribution  systems. 

All  of  this  can  be  available  to  be  integrated  with  DOD  logistics 
capabilities  during  emergency  operations  to  provide  timely  support. 
That  is  the  cost-effective  option,  because  commercial  intermodal 


pipelines  reach  into  virtually  every  interior  U.S.  supply  point, 
depot,  or  vendor  facility,  as  well  as  worldwide.  The  parts  and  sup- 
plies can  be  transferred  from  truck  to  train  or  barge  to  transocean 
ships  and  delivered  overseas. 

U.S.  shipbuilding  is  another  area  that  needs  urgent  attention. 
With  expected  reductions  in  naval  shipbuilding  and  repair  pro- 
grams, U.S.  shipyards  must  return  to  commercial  shipbuilding  for 
the  world  market  if  they  are  to  survive.  If  not,  tens  of  thousands 
of  direct  shipyard  jobs,  supplier  jobs,  and  second-tier  support  jobs 
will  be  lost. 

The  projected  surge  in  the  world  shipbuilding  market  for  addi- 
tions to  and  replacement  of  commercial  ships  over  the  next  decade 
due  to  block  obsolescence  and  new  environmental  safety  regula- 
tions creates  a  window  of  opportunity  for  the  first  time  in  15  years 
for  the  U.S.  shipbuilding  industry  to  get  back  into  world  shipbuild- 
ing. A  cooperative  Government-industry  approach  to  assist  the  con- 
version back  to  commercial  ocean  shipbuilding  is  strongly  needed. 

Mr.  Chairman,  members  of  the  committee,  if  confirmed,  I  will  be 
a  strong  advocate  from  my  position  as  the  Maritime  Administrator 
for  the  U.S.  maritime  inaustry  because  I  believe  it  is  in  the  Na- 
tion's best  interest.  In  addition  to  its  contribution  to  national  secu- 
rity needs,  it  represents  jobs  and  economic  strength  that  we  should 
not  lose. 

I  look  forward  to  working  with  this  committee  and  with  the  Con- 
gress on  these  important  issues. 

I  would  be  glad  to  answer  any  questions  the  committee  may  have 
at  this  time. 

[The  prepared  statement,  biographical  data,  and  prehearing 
questions  and  answers  of  Admiral  Herberger  follow:] 

Prepared  Statement  of  Admiral  Albert  J.  Herberger 

Mr.  Chairman,  members  of  the  Committee,  I  am  Vice  Admiral  Albert  J. 
Herberger,  U.S.  Navy  (Retired),  and  it  is  an  honor  for  me  to  appear  before  this  Com- 
mittee as  the  President's  Maritime  Administrator-Designate. 

I  feel  that  1  have  been  preparing  for  this  position  since  1951  when  I  entered  the 
U.S.  Merchant  Marine  Academy  at  Kings  Point,  New  York,  as  a  plebe  cadet-mid- 
shipman. I  sincerely  believe  that  my  maritime  experience  acquired  by  serving  in  the 
merchant  marine  during  my  early  career  years  and  for  32  years  in  tne  Navy  should 
help  me  provide  leadership  at  the  Maritime  Administration  at  this  critical  time. 

I  have  a  firm  conviction  in  the  proven  vital  role  the  merchant  marine  plays  in 
the  national  defense  and  trade  policies  of  the  United  States.  It  has  been  the  "Fourth 
Arm  of  Defense"  time  and  again,  and  provides  a  necessary  presence  in  the  inter- 
national arena  for  both  trade,  safety  and  environmental  purposes. 

While  Deputy  Commander  in  Chief  of  the  United  States  Transportation  Com- 
mand, 1987-1990,  and  during  the  past  three  years,  I  have  become  well  aware  of  the 
challenges  facing  the  U.S.  maritime  industry. 

I  am  committed  to  using  all  of  my  energy  and  experience  to  take  on  the  challenges 
and  help  solve  the  problems  that  are  causing  the  industry,  as  we  have  known  it, 
to  decline. 

I  feel  that,  in  recent  years,  the  military  support  capability  of  today's  U.S.  mer- 
chant marine  has  not  been  fully  exploited.  I  am  convinced  that  if  we  lose  much  more 
of  the  U.S.  flag  fleet,  this  country's  ability  to  deploy  forces  in  a  timely  manner  will 
be  severely  handicapped.  The  Desert  Shield  and  Desert  Storm,  Persian  Gulf  conflict 
experience  validatea,  once  again,  the  critical  need  for  timely  strategic  sealift.  How- 
ever, for  the  first  time  since  World  War  I,  we  had  to  depend  on  foreign  bottoms  to 
cany  20  percent  of  the  needed  dry  cargo.  Sealift  capability  will  be  a  pivotal  element 
in  the  ongoing  shift  of  the  U.S.  military  posture  from  heavy  reliance  on  forward- 
deployed  forces,  overseas  logistics  bases  and  facilities  to  a  greater  dependence  on  the 
transportation  of  military  cargo,  humanitarian  supplies  and  troop  support  from  the 
continental  United  States  for  regional  contingencies  and  emergencies. 


The  Govemment-c»ntrolled  specialized  military  sealifl  ships,  those  in  hand  and 
planned  for,  will  certainly  be  the  "spearhead"  of  our  prepositioned  and  surge  sealift 
capacity  in  time  of  crisis.  Clearly,  however,  for  any  major  contingency,  in  my  opin- 
ion, the  strategic  mobility  strategy  of  the  United  States  will  continue  to  depend 
critically,  on  U.S.  commercial  ships  that  are  immediately  operational  and  capable 
of  providing  reliable  service.  This  active  fleet  also  provides  a  cadre  of  U.S.-citizen 
skilled  mariners  that  the  Military  Sealifl  Command  and  the  Maritime  Administra- 
tion depend  on  to  man  the  reserve  sealift  ships. 

Additionally,  the  U.S.  commercial  operators  are  world  leaders  in  the  application 
of  modem  technology  in  the  field  of  containerization,  intermodalism,  origin-to-des- 
tination support,  with  in-transit  visibility  of  cargo  and  just-in-time  distribution  sys- 
tems supported  by  modem  information  systems.  All  of  this  can  be  available  to  be 
integrated  with  the  DOD  logistics  capabilities  during  emergency  operations  to  pro- 
vide timely  support.  That  is  a  cost  effective  option,  because  the  commercial  inter- 
modal  pipelines  reach  into  virtually  every  interior  U.S.  supply  point,  depot  or  ven- 
dor facility  as  well  as  worldwide.  The  parts  and  supplies  can  be  transferred  from 
truck  to  train  or  barge  to  transocean  snips  and  delivered  overseas.  The  system  is 
flexible  and  available. 

Without  flag  presence  in  world  trade,  the  United  States  relinquishes  control  over 
the  transport  of  all  exports  and  imports  to  foreign  shipping  interests.  I  believe  that 
it  is  in  our  national  economic  interest  to  fully  understand  the  potential  con- 
sequences of  unilaterally  surrendering  our  U.S.  flag  presence. 

The  United  States  has  important  and  diverse  interests  in  the  oceans.  Our  oceans 
policy  in  the  international  context  in  addition  to  our  national  security  interests,  in- 
clude freedom  of  navigation  interests,  safety  at  sea  and  the  protection  of  the  marine 
and  coastal  environments.  In  light  of  our  long  held  status  as  a  world  leader  in  ma- 
rine safety  and  vessel  standards,  I  would  urge  caution  in  shifting  from  being  a  flag 
state  to  only  a  port  state  in  the  international  safety  and  environmental  organiza- 
tions such  as  the  United  Nations,  International  Maritime  Organization  (IMO).  This 
is  the  institution  through  which  many  marine  and  commercial  shipping  matters  are 
addressed.  With  our  high  quality  merchant  marine  training  and  education  pro- 
grams, and  high  quality  safety,  vessel  construction  and  operation  standards,  I  be- 
lieve it  would  be  imprudent  to  surrender  our  influence,  our  place  at  the  negotiating 
table,  as  a  flag  state.  This  is  particularly  important  as  the  world  ocean  transpor- 
tation industry  is  increasingly  moving  to  third  world  countries  resources  which  pay 
considerably  less  attention  to  marine  safety  and  environmental  issues  than  do  the 
developed  traditional  maritime-nations. 

U.S.  shipbuilding  is  another  area  that  needs  urgent  attention.  With  the  expected 
reductions  in  naval  shipbuilding  and  repair  programs  U.S.  shipyards  must  return 
to  commercial  shipbuilding  for  tne  world  market,  if  they  are  to  survive.  If  not,  tens 
of  thousands  direct  shipyard  jobs,  supplier  jobs  and  second  tier  support  jobs  will  be 
lost.  If  no  action  is  taken  to  stay  the  projected  decline  the  result  will  not  only  be 
the  loss  of  a  skilled  workforce  but  also  the  irreversible  loss  of  valuable  shipyard  in- 
frastructure. The  net  result  will  be  a  further  weakening  of  the  industrial  base  of 
this  country.  The  projected  surge  in  the  world  shipbuilding  market  for  additions  to 
and  replacement  of  the  commercial  fleets,  over  the  next  decade  due  to  block  obsoles- 
cence and  new  environmental  and  safety  regulations  creates  a  window  of  oppor- 
tunity for  the  first  time  in  fifteen  years.  Since  the  present  status  of  private  U.S. 
shipyards  is  the  result  of  a  complex  set  of  factors,  including  strong  U.S.  government 
support  over  the  past  60  years  a  cooperative  Government-industry  approach  to  as- 
sist the  conversion  back  to  commercial  ocean  vessel  shipbuilding  will  be  needed. 

Mr.  Chairman,  if  confirmed,  I  will  be  a  strong  advocate  from  my  position  as  Mari- 
time Administrator  for  the  U.S.  maritime  industry  because  I  believe  it  is  the  Na- 
tion's best  interest.  In  addition  to  its  contribution  to  national  security  needs  it  rep- 
resents jobs  and  economic  strength  that  we  should  not  lose.  I  look  forward  to  work- 
ing with  this  Committee  and  with  the  Congress  on  these  important  issues.  I  would 
be  glad  to  answer  any  questions  that  the  Committee  has  at  this  time. 
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Prehearing  Questions  Asked  by  the  Committee  and  Answers  Thereto  by 

Admiral  Herberger 

Question  1.  If  confirmed  as  Administrator,  how  do  you  believe  your  prior  experi- 
ences in  the  maritime  industry  will  help  you  in  your  new  position? 

Answer.  During  my  career,  I  have  been  associated  with  a  significant  number  of 
individuals  involved  in  a  variety  of  government  and  maritime  industry  organizations 
and  issues.  I  believe  those  contacts  will  be  of  inestimable  value  in  carrying  out  my 
duties  as  Maritime  Administrator. 

I  believe  that  I  will  bring  to  the  office  a  good  working  knowledge  of  commercial 
maritime  operations.  My  Navy  responsibilities  have  given  me  insight  into  the  way 
the  industry  works  today.  I  served  in  the  merchant  marine  in  my  early  career  years, 
after  graduating  from  the  United  States  Merchant  Marine  Academy. 

I  have  acquired  a  keen  appreciation  for  the  value  of  the  U.S.  merchant  marine. 
In  my  mind,  the  industry  is  vital  to  national  defense  and  the  nation's  economy.  In 
my  capacity  as  Deputy  commander-in-Chief  of  the  U.S.  Transportation  Command 
and  as  Director  of  Logistics  on  Staff  for  the  Atlantic  Fleet  commander-in-Chief,  I 
became  very  familiar  with  the  issues  of  sustaining  the  U.S.  maritime  industry. 
Those  issues  are  still  with  us.  I  also  gained  an  acute  awareness  of  shipper  concerns, 
observed  from  the  viewpoint  of  the  nation's  largest  customer  of  marine  transpor- 
tation services. 

Most  importantly,  I  believe  that  1  have  acquired  the  insight  and  experience  nec- 
essary to  make  independent  evaluations  of  policies  and  decisions  affecting  the  mer- 
chant marine,  and,  with  the  support  of  the  Congress,  to  work  toward  strengthening 
this  industry. 

Question  2.  If  confirmed,  what  do  you  anticipate  will  be  among  your  highest  prior- 
ities? What  are  your  overall  goals  and  objectives? 


Answer.  Initially,  my  highest  priority  will  be  maritime  revitalization.  I  hope  to 
work  closely  with  Transportation  Secretary  Pena  toward  establishing  a  revitalized 
maritime  program. 

With  regard  to  goals  and  objectives,  I  will  work  toward  a  strong  vibrant  industry 
with  a  fleet  that  is  operated  as  efficiently  as  possible.  This  is  an  objective  that  we 
must  share  with  industry — to  continuously  strive  for  greater  competitiveness  and  ef- 
ficiency. 

As  tne  Department  of  Defense  adjusts  to  post  cold  war  conditions  and  forces  in 
the  world,  it  is  clear  that  the  Ready  Reserve  Force  (RRF)  of  merchant  ships  has  a 
significant  role  in  our  readiness  for  future  contingencies.  I  want  to  assure  that  RRF 
vessels  are  kept  in  the  highest  state  of  readiness  and  our  capability  to  respond  to 
future  conflicts  is  maximized. 

MARAD  recently  has  initiated  new  actions  to  ensure  that  U.S.  operators  attain 
their  share  of  U.S.  government-impelled  cargo.  The  objective  has  been  to  work  coop- 
eratively with  other  Federal  agencies  to  find  ways  to  reduce  the  cost  of  using  U.S.- 
flag  ships. 

1  also  believe  more  can  be  done  in  the  area  of  containerization  and  intermodalism. 
MARAD  has  a  strong  staff  that  has  worked  extensively  with  other  modes  to  identify 
barriers  to  the  movement  of  cargo  and  to  formulate  systems  to  eliminate  problem 
areas.  One  of  my  goals  is  to  ensure  that  MARAD  continues  to  play  a  major  role  in 
the  resolution  of  intermodal  issues. 

I  will  have  highest  priority  on  support  for  high  quality  merchant  marine  training 
and  education  to  ensure  that  the  U.S.  remains  a  world  leader  in  marine  safety, 
which  is  important  for  safety  at  sea  and  for  the  protection  of  marine  coastal  environ- 
ments. 

Question  3.  Do  you  agree  that  the  use  of  U.S.-flag  ships  results  in  a  positive  bal- 
ance of  payments,  employs  Americans  at  sea  and  in  company  headquarters,  and  oth- 
erwise boosts  the  U.S.  economy? 

Answer.  Absolutely.  U.S.-flag  ships  produce  valuable  benefits  for  our  national 
economy  and  provide  important  jobs  for  seafarers  and  shore-side  personnel. 

The  continued  operation  of  the  U.S.-flag  fleet  also  assures  availability  of  seafarers 
during  times  of  emergency  to  serve  our  country,  particularly  for  activation  of  RRF 
ships  and  Navy  sealift  ships. 

The  maritime  industry  is  more  than  just  ships.  It  is  people,  and  it  is  a  system 
for  moving  cargo  expeditiously  and  reliably.  It  needs  to  be  a  world  class  system.  We 
need  to  employ  the  best  and  most  advanced  communications  for  rapid  acquisition 
and  dissemmation  of  market  information,  for  cargo  tracking  and  f6r  command  and 
control  of  global  operations.  We  need  to  capitalize  on  the  best  technology  to  make 
the  most  efiicient  use  of  our  snipping  assets.  As  our  industry  gets  stronger,  the  ben- 
efits to  our  national  economy  will  increase  even  more. 

Question  4.  Reform  of  the  U.S.  maritime  industry  has  become  the  industry's  most 
significant  issue.  At  his  confirmation  hearing  before  this  Committee,  Secretary  Pena 
stated  that  maritime  reform  was  one  of  his  two  top  priorities.  However,  recently  the 
Administration  announced  that  it  would  not  be  able  to  release  a  maritime  reform 

f)ackage  due  to  funding  difliculties.  If  confirmed  as  Administrator,  will  maritime  re- 
orm  be  one  of  your  priorities?  Is  it  still  possible  to  produce  a  maritime  reform  pack- 
age? Do  you  have  any  ideas  as  to  how  to  fund  such  a  program? 

Answer.  Initially,  the  formulation  of  a  Federal  maritime  revitalization  program 
will  be  my  number  one  priority.  Much  of  the  preliminary  work  has  already  oeen 
completed,  and  it  is  possible  to  produce  a  maritime  revitalization  package. 

Funding  for  a  maritime  revitalization  package  has  to  be  recognized  as  the  most 
significant  problem  at  this  point.  This  issue  is  being  reviewed  by  DOT  at  this  time. 

Question  5.  The  U.S.  cargo  preference  laws  require  that  all  military  cargo  and  up 
to  75  percent  of  other  U.S.  government-impelled  cargoes  be  carried  on  U.S.-flag 
ships.  Are  there  ways  to  better  ensure  that  these  laws  are  enforced? 

Answer.  One  of  my  priorities  is  to  review  the  procedures  the  agency  uses  to  mon- 
itor compliance  by  the  various  shipper  agencies.  I  believe  that  new  computer  tech- 
nologies may  present  opportunities  for  creative  approaches  (EDI,  E-mail)  to 
strengthen  oversight  of  impelled  cargoes.  There  are  also  a  number  of  matters  which 
the  Congress  might  wish  to  examine  as  well.  They  include: 

•  The  problems  associated  with  limited  enforcement  power  vested  in  MARAD; 
and 

•  The  trend  toward  inserting  a  "notwithstanding  clause"  in  recent  legislation. 

Question  6.  During  recent  military  operations  abroad,  we  recognized  the  impor- 
tance of  the  U.S.-flag  fleet  to  this  country's  national  security.  Much  of  the  cargo  that 
was  shipped  during  OPERATION  DESERT  STORM,  however,  went  on  reserve  ves- 
sels that  had  been  inactive  for  years.  In  fact,  of  the  78  Ready  Reserve  Force  ships 
activated  for  DESERT  STORM,  about  75  percent  missed  their  activation  deadline 
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and  16  (10?)  of  the  ships  had  major,  disabling  problems.  Also,  one  vessel  ran 
aground  in  Greece,  one  was  towed  to  Spain,  and  another  was  diverted  to  Bermuda. 
What  efforts,  if  any,  will  you  make  to  ensure  that  our  reserve  fleet  is  in  adequate 
condition  to  respond  when  called  into  action? 

Answer.  Mucn  has  been  done  since  a  large  portion  of  the  Ready  Reserve  Force 
(RRF)  fleet  was  activated  for  sealifl  support  to  the  Persian  Gulf.  Despite  some  acti- 
vation delays  and  early  problems,  RRF  vessels  carried  22  percent  of  all  the  dry 
cargo  involved  in  the  sealifl. 

Since  Operation  DESERT  SHIELD/STORM,  DOD  and  MARAD  have  been  work- 
ing closely  building  on  that  experience  to  ensure  that  overall  fleet  readiness  is  im- 
proved so  that  suive  activation  deadlines  can  be  met  in  the  future. 

Some  of  these  efiorts  are  highlighted  as  follows: 

•  Ships  from  DESERT  SHIELD/STORM  were  thoroughly  checked  during  return 
sea-trials  conducted  bv  rider  teams  to  test  major  onboard  systems. 

•  Comprehensive  deactivation  work  will  minimize  defects  or  maintenance  prob- 
lems during  future  emergency  activations. 

•  Some  Roll-on/Roll-ofi  (RO/RO)  vessels  are  being  placed  in  a  new  4-day  reduced 
operating  status  (ROS-4)  which  includes  a  9  or  10  person  live  aboard  crew.  These 
crews  will  keep  most  of  the  onboard  systems  active,  sail  with  the  ship  when  vessel 
is  operational,  and  conduct  a  test  sea-  trial  annually.  These  ROS-4  ships  will  not 
require  tow  to  a  shipyard  for  activation  but  can  be  activated  at  their  outport  berth 
with  limited  industrial  assistance. 

•  All  5-day  ships  are  now  outported  so  that  tow  times  to  an  activation  yard  are 
minimized. 

•  A  major  initiative  is  to  put  the  majority  of  the  RRF  on  a  systematic  multi-year 
test  activation  plan.  Such  a  plan  would  call  for  a  full  power  sea-trial  for  5  and  10 
day  ships  every  24  months. 

•  Enactment  of  merchant  marine  re-employment  rights  as  passed  by  the  House, 
H.R.  1109,  is  a  very  important  element  to  assure  that  qualified  mariners  who  have 
shoreside  employment  can,  without  fear  of  losing  their  jobs  during  mobilization  and 
emergency  periods,  come  forward  to  crew  RRF  ships. 

These  are  some  of  the  efTorts  being  made  to  improve  our  reserve  sealift  assets. 
I  will  work  to  continue  such  efforts  and  seek  the  funding  necessary  so  that  the  RRF 
can  meet  the  requirements  that  DOD  has  spelled  out  in  the  Mobility  Requirements 
Study. 

An  RRF  ship  did,  as  a  result  of  navigational  error,  run  aground  while  transiting 
the  Red  Sea  and  this  accident  was  not  due  to  the  vessel's  material  condition.  A 
Navy  Fast  Sealift  Ship  (FSS)  ANTARES,  not  an  RRF  vessel,  was  towed  to  Rota, 
Spain  after  an  engineering  breakdown  while  transiting  from  the  U.S.  to  the  Persian 
Gulf. 

Question  7.  Trade  between  U.S.  ports  is  restricted  to  U.S. -flag  ships  manned  by 
U.S.  citizens  pursuant  to  the  Jones  Act.  This  requirement  is  critical  to  U.S.  sea- 
faring and  shipbuilding  jobs.  What  is  your  position  on  the  Jones  Act.  Do  you  think 
the  Jones  Act  should  be  retained? 

Answer.  Yes,  I  believe  the  Jones  Act  has  done  the  job  Congress  intended  it  to  do, 
and  it  should  be  retained.  The  Jones  Act  has  fostered  reliable  domestic  shipping 
service  that  is  completely  subject  to  national  control  in  time  of  national  emergency. 

The  Jones  Act  is  one  of  the  last  remaining  commercial  markets  available  to  U.S. 
shipbuilders.  It  fosters  domestic  construction  and  repair  capability  as  an  essential 
mobilization  resource.  The  BLS  estimates  that  33,000  workers  are  employed  in  ship- 
building and  repair  facilities  for  work  generated  by  domestic  trade  vessels. 

The  Jones  Act  is  an  important  element  of  the  nation's  system  of  developing  and 
maintaining  a  cadre  of  trained  and  experienced  mariners  who  will  be  available  to 
man  both  the  active  and  reserve  fleets  in  time  of  national  emergency. 

The  Jones  Act  helps  the  economy  through  sustainment  of  American  jobs,  and  con- 
tribution to  the  tax  base. 

Senator  Breaux.  Well,  thank  you  for  your  testimony,  Admiral 
Herberger.  We  are  delighted  to  have  vou  before  the  committee. 

We  have  been  talking  about,  and  doing  little  else,  with  regard  to 
maritime  reform  for  a  long  time.  I  think  that  Andrew  Card,  former 
Secretary,  and,  indeed,  Secretary  Federico  Pena,  really  have  a  com- 
mitment in  their  own  minds  to  do  something  with  regard  to  mari- 
time reform.  However,  it  is  going  to  take  more  than  just  a  Sec- 
retary of  Transportation.  It  is  going  to  take  the  whole  Government 
working  together  to  come  up  with  a  plan  and  a  proposal. 
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Let  me  ask  you  this  question.  I  was  concerned  that  the  last  Mari- 
time Administrator  really  was  not  part  of  the  solution  to  the  prob- 
lem, in  the  sense  that  he  was  not  really  involved  at  a  high  enough 
policy  level.  Do  you  have  assurances,  and  how  do  you  see  your  role 
and  your  position  helping  to  formulate  a  maritime  reform  policy? 
Are  they  just  going  to  tell  you  about  it  after  it  is  presented?  Or  do 
you  have  the  confidence  that  you  are  going  to  be  involved  at  the 
highest  level? 

Admiral  Herberger.  I  have  the  confidence  that  I  will  be  in- 
volved certainly  very  directly  with  the  Secretary  of  Transportation. 
And  it  is  my  hope  that,  once  confirmed,  I  will  be  able  to  go  out  and 
begin  to  get  a  dialog  going  with  the  other  critical  agencies — the  De- 
partments of  Defense  and  Agriculture,  and  the  other  agencies  that 
are  so  important  to  this  area. 

I  intend  to  be  an  advocate  because  I  sincerely  believe  it  is  cost- 
effective  and  it  is  in  the  best  interest  of  the  country.  I  have  no  indi- 
cation that  I  will  not  be  part  of  whatever  the  dialog  is  that  is  going 
on  in  this.  And  I  assure  you  that  my  very  nature  and  my  32  years 
in  the  Navy,  I  have  learned  that  you  have  to  be  aggressive  and  you 
have  to  be  at  the  table,  and  you  have  to  have  the  rationale  to  sup- 
port your  position.  And  I  intend  to  be  aggressive  about  that. 

Senator  Breaux.  You  were  selected,  I  guess,  in  part,  I  certainly 
hope  so,  because  of  your  distinguished  naval  career.  You  know  the 
business.  You  know  the  Department  of  Defense.  You  served  as 
Deputy  Commander  of  the  Transportation  Command.  Your  creden- 
tials are,  I  think,  very  outstanding.  What  role  do  you  see  think  that 
the  Department  of  Defense  must  play  in  helping  to  contribute  to 
a  maritime  reform  policy?  There  is  an  ongoing  argument  by  some 
that  says,  well,  the  Department  of  Defense  does  not  feel  they  really 
need  a  civilian  maritime  force  because  they  can  do  without  it. 

What  are  your  thoughts  in  that  area? 

Admiral  Herberger.  I  feel  that  historically  in  every  significant 
deployment  of  U.S.  forces  almost  from  the  beginning  of  our  history 
the  merchant  marine  has  played  a  critical  role.  In  light  of  the  de- 
fense budget  decline  and  the  high  priorities  that  they  have  to 
maintain  a  strong  defense,  I  feel  that  the  commercial  fleet  offers 
a  cost-effective  option  to  providing  sealift,  which  will  be  needed  to 
deploy  forces. 

And  in  light  of  the  fact  that  we  will  be  withdrawing  much  of  the 
force  structure  that  we  have  had  overseas  back  to  the  Continental 
United  States  or  back  to  Europe  or  southern  Europe,  it  is  even 
going  to  be  more  critical.  So,  I  feel  that  the  commercial  fleet  offers 
an  option.  I  feel  that  such  things  as  containerization, 
intermodalism,  the  systems  that  have  come  into  being  in  the  last 
10  or  15  years  are  not  well  understood  enough  in  the  Defense  De- 
partment. And  it  is  my  hope  that  I  can  help  bridge  that  commu- 
nications gap. 

I  think  that  we  are  absolutely  going  to  have  to  use  the  systems 
that  are  in  being.  I  think  when  you  look  at  the  short  fuse  or  no 
notice  contingencies  that  we  could  operate  in,  using  a  fast-paced, 
well-supported  intermodal  system  from  origin  to  destination  will  be 
about  the  only  way  that  we  will  be  able  to  respond  in  a  timely 
manner. 
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So,  I  feel  my  role  could  be  as  a  facilitator  between  the  industry, 
the  Department  of  Transportation,  and  the  Department  of  Defense 
to  ensure  that  all  those  responsible  for  planning  and  deployment 
of  forces  would  fully  understand  the  capability  of  the  commercial 
merchant  marine,  which,  in  many  respects,  is  the  most  modern  in 
the  world  in  terms  of  the  container  operations  and  intermodal  and 
in-transit  visibility. 

Senator  Breaux.  Let  me  ask  one  last  question.  We  had  a  lot  of 
notice  in  Desert  Storm.  It  was  a  pretty  adequate  notice  about  what 
was  going  to  happen  and  what  the  timeframe  was.  But  despite 
that,  we  obviously  had  transportation  problems.  Can  you  outline 
from  your  perspective  what  you  thought  the  transportation  prob- 
lems in  getting  manpower  and  equipment  to  the  operation  Desert 
Storm  site,  vis-a-vis  the  problems  with  the  transportation,  and  how 
those  problems  could  be  prevented  from  occurring  in  the  future? 

Admiral  Herberger.  I  think  on  the  sealifl  side  we  found  out 
very  quickly  that  we  did  not  have  enough,  what  they  call  unit 
equipment,  the  roll-on -roll-off- type  vessels,  those  vessels  that  take 
tanks,  and  the  rolling  stock,  if  you  will.  They  call  it  unit  equip- 
ment. There  was  a  critical  shortage  of  that,  and  one  of  the  major 
lessons  learned  of  Desert  Storm/Desert  Shield  is  that  we  need  more 
of  that  type,  and  I  know  that  is  part  of  the  defense  program  today. 

The  other  significant  problem,  I  believe,  was  the  command  and 
control,  the  visibility  of  the  cargoes  that  were  being  transported, 
and  the  new,  modern  commercial  systems  lend  themselves  very 
well  to  helping  keep  control,  keeping  the  cargoes  that  are  en  route 
visible  so  that  the  commanders  in  the  field  know  exactly  where 
their  support  is  coming  from  and  if  there  are  any  diversions  nec- 
essary that  could  be  enacted. 

So,  I  think  that  in  many  cases  we  were  back  to  World  War  II, 
three  rounds  to  a  pallet  into  a  break  bulk  ship,  taking  5  or  6  days 
to  load,  35  days  in  transit,  and  then  5  or  6  more  days  to  offload. 

There  are  alternatives  to  that  now,  and  that  is  the  new,  larger 
containership  operation  where  we  can  put  ammunition  and  other 
very  valuable  weapons  systems  parts,  critical  supplies,  in  contain- 
ers and  move  them  very  quickly  from  depots,  installations  in  the 
United  States  on  rail  and  truck  to  the  ports,  quickly  load  it  aboard, 
make  the  transit,  and  on  the  other  end,  again  use  the  systems  that 
in  this  case  in  Saudi  Arabia  you  had  one  of  the  more  highly  devel- 
oped ports  in  the  world  that  lends  itself  very  nicely  to  roll-on-roll- 
off  and  container  ship  operations. 

So,  I  think  the  shortcoming  in  that  war  in  terms  of  the  sealift 
was  the  lack  of  unit  equipment  shipping  and  the  ability  to  quickly 
move  the  sustainment,  ammunition  and  sustainment  portion  of 
what  was  needed. 

Senator  Breaux.  Well,  the  final  question — in  fact,  you  have  out- 
lined the  problem.  Can  we  expect,  and  when  can  we  expect  a  rec- 
ommendation from  the  administration  to  give  to  the  Congress  a 
program  that  allows  us  to  reach  the  point  that  you  just  outlined? 

Admiral  Herberger.  I  do  not  have  a  definite  date.  I  can  tell  you 
that  there  is  high-level  review  of  maritime  revitalization  ongoing. 

Senator  Breaux.  Is  the  Department  of  Defense  involved  in  that? 
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Admiral  Herberger.  Yes,  they  are.  All  of  the  agencies  that 
would  have  anything  to  do  with  maritime  revitalization  are  en- 
gaged. 

Senator  Breaux.  Senator  Lott. 

Senator  Lott.  Thank  you,  Mr.  Chairman,  and  Admiral,  welcome, 
and  congratulations  on  your  nomination  for  this  position.  I  have  re- 
viewed your  background  educationally,  and  your  experience,  and 
you  are  obviously  very  qualified  for  this  position,  and  certainly  we 
look  forward  to  supporting  your  confirmation  and  to  working  with 
you  in  the  future. 

Admiral  Herberger.  Thank  you,  Senator. 

Senator  Lott.  I  am  not  going  to  give  the  same  speech  to  you  that 
I  have  been  giving  many,  many  times  over  the  past  20  years  about 
the  importance  of  our  merchant  marine  and  the  need  for  our  own 
U.S.  merchant  fleet  and  the  need  to  act  now  because  we  are  slowly 
losing  that  capability  and  that  capacity,  because  I  have  continued 
to  make  it  for  20  years,  and  we  have  continued  to  do  nothing. 

I  know  that  in  your  position  there  as  the  Deputy  Commander  of 
U.S.  Transportation  Command  you  worked  on  this  issue  over  the 
past  years,  and  a  gallant  effort  was  made,  but  frankly  not  a  lot 
came  out  of  it,  but  at  least  you  are  going  to  be  in  a  position  to  keep 
trying.  We  definitely  need  your  help. 

Let  me  ask  you  just  a  couple  of  questions.  I  will  give  you  the 
easy  one  first. 

Do  you  feel  like  we  need  for  this  country  a  private  U.S. -flag  fleet 
for  economic  and  military  security  in  the  future? 

Admiral  Herberger.  Absolutely.  I  have  the  strongest  feeling 
that  we  need  a  commercial  merchant  marine  to  provide  the  lift  and 
to  provide  the  skilled  mariners  we  need  for  the  ever-growing  Gov- 
ernment fleet  for  all  the  reasons  that  have  been  mentioned  here 
today. 

Senator  Lott.  Well,  we  are  losing  it.  We  are  about  to  say  good- 
bye. Time  is  running  out,  finally,  and  you  believe  it.  You  answered 
the  question  right.  Now,  what  are  you  going  to  do  about  it? 

Admiral  Herberger.  I  am  going  to  engage  as  much  as  I  can  with 
all  the  energy  and  abilities  we  have  to  be  an  advocate  not  to  lose 
this  commercial  merchant  marine. 

Senator  Lott.  Well,  be  aggressive  in  doing  that,  because  at  most 
you  probably  will  not  be  in  this  position  longer  than  a  few  years, 
and  you  can  live  with  yourself— and  I  did  not  say  how  many  years. 
I  could  have  said  3y2,  but  I  think  probably  no  more  than  3V2  years, 
because  you  will  choose  to  move  on  to  other  things,  but  I  want  you 
to  be  able  to  look  back  and  be  at  peace  in  your  conscience  that  you 
gave  it  your  best  shot. 

Now,  having  said  that,  I  know  that  Secretary  Pena  has  been 
working  on  this  issue,  and  his  predecessor  and  other  people,  but 
you  are  going  to  lock  horns  with  0MB  and  White  House  people, 
and  you  nave  got  budgetary  problems,  and  there  is  going  to  be  a 
tremendous  amount  of  resistance,  so  I  think  you  are  going  to  have 
to  be  very  aggressive  in  trying  to  get  across  the  point  about  your 
concern  and  our  concern. 

You  have  got  some  allies  in  the  Congress  that  would  like  to  be 
helpful,  but  we  have  reached  the  point  where  we  are  looking  at 
what  might  be  described  as  radical  alternatives,  because  nothing 
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else  is  being  done,  and  so  I  hope  that  you  will  really  weigh  in  any 
way  you  can. 

But  let  me  ask  you  this  on  something  specifically,  Senator 
Breaux,  Senator  Mikulski,  I  think  Senator  Cohen  and  I,  and  oth- 
ers, have  introduced  a  bill  that  would  penalize  the  vessels  from  na- 
tions that  unfairly  subsidize  shipyards  and  keep  U.S.  shipyards 
from  participating  in  the  world  shipbuilding  shipping  market. 

I  am  from  a  coastal  area  myself.  I  grew  up  in  the  shadow  of  a 
shipyard,  son  of  a  shipyard  worker,  and  I  see  people  that  are  ship- 
pers and  the  carriers  and  the  shipbuilding — I  mean,  they  are  all  at 
the  point  of  a  great  deal  of  frustration.  Can  you  tell  me,  what  is 
the  new  administration's  position  on  the  shipbuilding  bills  we  have 
introduced  here  and  in  the  House? 

Admiral  Herberger.  There  are  no  specific  positions  at  this  time. 
The  whole  issue  of  maritime  revitalization  and  shipyards  is  cer- 
tainly— one  of  the  components  is  under  review. 

I  do  know  that  from  my  knowledge  there  is  a  strong  indication 
that  pressure  absolutely  has  to  be  brought  on  those  countries  that 
subsidize  their  shipbuilding,  and  at  the  same  time  we  need  to  do 
something  about  helping  our  shipyards  to  convert  from  primarily 
Navy  activity  that  has  taken  place  over  the  last  10  or  12  years, 
convert  those  yards  that  are  capable  to  come  back  into  world  ship- 
building now  that  there  is  a  market  on  the  horizon. 

So,  this  is  a  rare  opportunity  now  for  the  first  time  in  many 
years  to  get  back  into  that  business,  and  we  need  concentrated  ef- 
fort on  it. 

Senator  Lott.  Admiral  Herberger,  just  one  more  question,  be- 
cause I  do  know  we  have  some  other  hearings  we  want  to  go  for- 
ward with. 

U.S. -flag  operators  who  carry  defense  cargoes  and  USDA  cargoes 
complain  that  Federal  procurement  practices  either  fail  to  utilize 
the  efficiencies  of  the  commercial  transportation  system  or  add  sub- 
stantial costs  to  the  cost  of  U.S. -flag  operators. 

For  example,  I  understand  that  USDA  makes  U.S. -flag  operators 
assume  the  burden  of  costly  foreign  port  delays  but  will  do  nothing 
to  discourage  recipient  countries  from  making  U.S. -flag  vessels 
wait  to  unload. 

In  maritime,  as  in  any  other  business,  time  is  money,  and  these 
increased  costs  get  passed  on  to  the  taxpayer  and  aggravate  the 
tensions  between  agriculture  interests  and  maritime  interests.  We 
saw  that  just  last  night.  There  is  a  growing  agitation. 

So,  will  you  work  with  U.S.  shipper  agencies  like  the  USDA  and 
the  Department  of  Defense  to  reduce  the  U.S. -flag  costs  and  admin- 
ister the  cargo  preference  laws  more  efficiently? 

Admiral  Herberger.  Yes,  I  pledge  that.  There  has  been  just  in 
recent  weeks  a  work  group  of  maritime  administration,  senior  peo- 
ple, and  USDA  trying  to  come  to  grips  with  those  problems  you  just 
outlined,  and  we  do  know  there  is  port  congestion. 

We  know  there  is  a  number  of  problems  in  many  of  the  former 
Soviet  Union  ports,  and  that  by  coming  to  grips  and  trying  to  solve 
some  of  those  we  will  lower  the  cost  of  transportation  and  we  are 
well  aware  of  that,  and  I  am  encouraged  that  even  in  the  initial 
dialog,  we  are  beginning  to  see  some  progress,  and  I  will  definitely 
support  that  effort. 
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I  firmly  believe  that  there  is  probably  many  of  these  things  that 
we  can  do  with  the  program  itself  to  make  it  more  efficient  and 
thereby  lower  the  cost. 

Senator  LOTT.  Thank  vou,  Admiral.  Thank  you,  Mr.  Chairman. 

Senator  Breaux.  Thank  you,  Senator  Lott. 

From  the  great  port  State  of  Montana,  Senator  Bums. 

Senator  Burns.  Thank  you.  I  will  just  put  my  statement  in  the 
record.  I  do  have  a  statement  here. 

[The  prepared  statement  of  Senator  Burns  follows:] 

Prepared  Statement  of  Senator  Burns 

Mr.  Chairman,  I  thank  you  for  the  opportunity  to  express  my  concerns  about  the 
nomination  of  Adm.  Albert  J.  Herberger,  for  Administrator  of  the  Maritime  Admin- 
istration. Before  we  consider  this  nomination,  I  ask  my  fellow  committee  members 
to  take  into  consideration  the  nominee's  views  on  a  shipping  program  that  is  wast- 
ing billions  of  taxpayer  dollars. 

I  speak  of  mandatory  cargo  preference  requirements,  and  the  exorbitant  cost  of 
this  program.  It  is  among  the  Nation's  most  expensive  subsidies,  costing  American 
taxpayers  over  $500  million  a  year.  In  addition,  cargo  preference  rules  are  out- 
moded. Originally  designed  to  ensure  the  viability  of  the  merchant  marines  in  war- 
time, cargo  preference  rules  now  protect  a  fleet  less  than  one-half  its  original  size 
at  the  time  tne  rules  were  written. 

Cargo  preference  siphons  money  from  other  Federal  programs  such  as  food  aid  by 
forcing  a  percentage  of  that  food  to  travel  on  American  ships.  In  many  cases,  the 
cost  ofthe  shipment  exceeds  the  price  of  the  food  itself! 

Consider,  for  example,  the  food  assistance  plan  to  Russia.  Under  cargo  preference 
rules,  American  taxpayers  will  shell  out  an  extra  $100  million  to  send  grain  to  Rus- 
sia. Some  estimates  have  put  the  price  tag  at  around  $138  per  ton — five  times  high- 
er than  the  world  market  shipping  rate. 

Sixty  percent  of  Montana  wheat  is  exported.  The  impact  of  cargo  preference  rules 
on  my  State  can  be  devastating.  I  asked  the  nominee  to  support  making  cargo  pref- 
erence a  direct  subsidy  to  the  American  maritime  industry  rather  than  hiding  it  in 
other  Federal  programs.  In  a  letter  to  me  dated  August  3,  1993,  the  nominee  stated 
he  continues  to  stand  behind  cargo  preference  rules,  while  admitting  that  the  man- 
ner in  which  they  are  administered  could  be  improved.  I  plan  to  vote  against  this 
nomination  and  I  urge  my  colleges  to  give  careful  thought  to  his  views  on  this  pro- 
gram as  we  prepare  to  consider  his  nomination. 

Senator  Burns.  There  are  a  few  folks  around  who  think  that  just 
because  we  are  landlocked — we  have  a  lot  of  things  move  on  the 
high  seas.  We  use  the  Portland  port,  and  all  of  our  grain  moves  by 
ship,  so  we  have  some  concerns  with  your  administration. 

But  there  is  nothing — really  I  just  want  to  put  a  statement  in  the 
record,  and  if  we  have  a  question  we  will  call  you.  How  is  that? 

Admiral  Herberger.  That  is  fine.  Senator. 

Senator  Breaux.  Without  objection,  your  statement  will  be  made 
part  of  the  record. 

From  one  old  Navy  man  to  another  one,  Senator  McCain. 

Senator  McCaen.  Thank  you,  Mr.  Chairman.  After  the  next 
earthquake,  Arizona  will  be  a  coastal  State  as  well.  [Laughter.] 

Admiral,  in  response  to  Senator  Lott's  question — I  believe  I  am 
quoting  you  correctly — pressure  has  to  be  brought  to  bear  on  coun- 
tries who  subsidize  their  shipbuilding  industries.  What  kind  of 
pressures  are  those.  Admiral? 

Admiral  Herberger.  The  United  States  Trade  Representative 
over  the  past  few  years — and  it  will  certainly  have  to  start  up 
again  to  try  to  minimize  subsidies,  and  there  is  certainly  a  lot  of 
talk  about  this.  The  quickest  way  that  we  can  close  the  gap  be- 
tween building  U.S.  versus  building  foreign  is  to  come  to  grips  with 
that. 
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Senator  McCain.  My  question,  Admiral,  was,  what  kind  of  pres- 
sures? 

Admiral  Herberger.  Again,  it  will  be  through — primarily 
through  the  Trade  Representative  and  negotiations  with  those 
countries. 

Senator  McCain.  Like  we  have  not  done  that  before. 

Admiral  Herberger.  We  have.  We  have  not  been  successful  be- 
fore, and  therefore  it  needs  renewed  effort. 

Senator  McCain.  That  is  why  I  ask,  what  difference  should  we 
be  doing  from  what  we  did  in  the  past? 

Admiral  Herberger.  I  think  it  needs  a  more  aggressive  stance, 
and  I  do  think  that  by  helping  our  yards  convert  there  will  be  a 
little  bit  more  leverage  there.  I  think  that  is  another  reason  that 
I  would  support,  once  again,  helping  our  yards  with  title  XI  and 
with  some  defense  conversion  and  ARPA  funding  so  that  our  yards 
can  begin  to  close  that  gap. 

I  do  think  that  it  will  be  up  to  the  negotiations,  really,  and  the 
pressure  that  is  coming,  obviously,  from  this  country  regarding  the 
disadvantage  that  our  shipbuilders  have  vis-a-vis  the  foreign  ship- 
building. 

Senator  McCain.  Admiral,  we  just  voted  on  a  rather  strange 
amendment  on  the  supplemental,  and  it  was  proposed  by  the  Sen- 
ator from  Colorado,  that  said,  if  I  remember  the  amendment,  that 
we  would  not  pay  more  than  double  the  rate,  average  rate  cost  for 
transportation  by  ship  of  aid  to  Russia.  Did  you  hear  about  that 
amendment? 

Admiral  Herberger.  I  heard  about  it  last  night. 

Senator  McCain.  Well,  my  understanding,  the  basis  of  the 
amendment  was  that  there  are  allegations  that  U.S. -flag  carriers 
are  basically  gouging  the  American  taxpayer  by  ratcheting  up  the 
shipping  cost  of  our  aid  to  Russia,  in  the  view  of  critics  to  an  out- 
rageous degree.  Do  you  have  any  information  about  that? 

Admiral  Herberger.  My  knowledge  of  it  is  that  the  U.S.  opera- 
tors have  not  been  gouging.  They  have  higher  rates,  and  much  of 
that  higher  rate  is  embedded  in  the  extraordinary  costs  that  they 
have  to  bear,  including  almost  origin  to  destination,  the  port  con- 
gestion, the  lighterage  in  a  lot  of  those  ports,  the  harbor  fees — they 
all  add  up,  so  that  when  a  U.S.  operator  bids  on  the  cargo,  he  has 
to  take  that  into  account. 

The  delays  alone,  with  some  vessels  costing  as  much  as  $30,000 
a  day  to  operate,  and  if  you  get  delayed  for  30  days  awaiting  an 
offloading  at  one  of  those  ports,  it  is  a  significant  burden,  so  I  think 
that  much  of  that  higher  rate — and  I  am  not  saying  all  of  it,  but 
much  of  that  higher  rate  is  caused  by  these  extraordinary  costs  due 
to  the  system  itself,  and  that  is  what  we  have  to  come  to  grips 
with. 

Senator  McCain.  Would  you  look  into  that  some  more  and  pro- 
vide for  the  record  some  specifics?  I  would  appreciate  that. 

Admiral  Herberger.  I  will.  Senator. 

[The  information  referred  to  follows:] 

I  am  writing  in  response  to  oral  questions  posed  by  Senator  McCain  during  my 
Senate  confirmation  hearing  on  June  23,  1993,  concerning  the  price-gouging  accusa- 
tion being  made  with  regard  to  the  transportation  of  food  assistance  to  Russia.  Sen- 
ator McCain  directed  that  a  written  response  be  sent  for  the  record. 
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By  law  U.S.-flag  carriers  have  a  preference  to  carry  Government  generated  cargo, 
including  food  export  to  Russia,  only  to  the  extent  their  rates  are  fair  and  reason- 
able. The  Maritime  Administration  (MARAD)  has  established  extensive  regulations 
for  the  calculation  of  those  rates,  46  CFR  Parts  382  and  383.  The  Comptroller  Gen- 
eral has  confirmed  that  "fair  and  reasonable"  is  predicated  on  costs  of  U.S.-flag  op- 
eration. Under  the  fair  and  reasonable  process,  before  a  bid  is  accepted,  the  U.S. 
Department  of  Agriculture  (USDA)  submits  the  freight  rate  to  MARAD  for  a  guide- 
line determination.  These  determinations,  pursuant  to  regulations,  are  derived  on 
the  basis  of  operating  and  financial  costs  on  file  with  MARAD  and  a  profit  limited 
by  a  current  transportation  profit  index.  Information  submitted  to  MARAD  by  the 
U.S.-flag  carriers  must  be  certified  and  is  subject  to  a  MARAD  audit  plan.  The 
Transportation  Department's  Inspector  General  independently  completes  the  audits. 
Through  this  statutory  and  regulatory  framework  and  because  the  rate  determina- 
tions are  based  on  actual  company  costs,  price  gouging  is  precluded. 

U.S.-flag  companies'  costs  are  substantially  higher  than  their  foreign  competition 
for  many  reasons.  Foreign  companies  have  lower  cost  vessels  built  with  shipbuilding 
subsidies,  lower  insurance  costs,  lower  crew  wage  costs  and  benefits,  less  stringent 
environmental  laws  and  construction  standards,  and  more  favorable  tax  treatment, 
all  of  which  encourages  reinvestment.  For  this  reason,  U.S.-flag  rates  will  not  ordi- 
narily approach  the  same  level  as  foreign-flag  rates  except  either  when  (1)  foreign- 
flag  rates  are  extraordinarily  high  due  to  market  conditions,  or  (2)  the  cost  differen- 
tial is  offset,  for  instance,  by  a  statutory  change  permitting  U.S.-flag  carriers  to  im- 
mediately use  foreign-built  vessels  to  carry  cargo  preference. 

Further,  rates  for  both  U.S.-flag  and  foreign-flag  carriers  are  higher  for  preference 
carriage  than  commercial  carriage  because  cargo  preference  contracting  clauses  re- 
quire non-commercial  shipping  terms,  which  increase  the  risk  of  shipping  to  U.S. 
and  ibreign-flag  carriers.  The  additional  risk  automatically  increases  the  freight 
rate.  U.S.  rates  rise  proportionately  higher  because  of  U.S.-flag  carriers'  higher  cost 
differential  compared  to  their  foreign-flag  competition.  Moreover,  there  has  been  a 
recent  specific  upward  pressure  on  the  rates,  both  foreign  and  United  States,  be- 
cause of  congestion  due  to  slow  rail  car  takeaway  at  the  Baltic  Sea  and  Russian  dis- 
charge ports. 

The  causes  of  the  higher  U.S.-flag  rates  are  being  addressed.  Regarding  the  var- 
ious causes  of  the  cost  differential  with  the  foreign-flag  carriers,  the  Administration 
is  considering  what  countermeasures  to  adopt.  A  working  group  of  USDA  and 
MARAD  senior  ofiicials  is  addressing  ways  to  eliminate  or  curtail  non-commercial 
clauses  in  preference  programs  that  increase  shipping  risks.  Finally,  the  Russians 
have  noted  the  carriers'  concerns  about  delays  in  port  and,  in  a  recently  signed  side 
letter  agreement,  have  committed  to  facilitating  rapid  discharge  at  their  ports. 

Senator  Burns.  Would  the  Senator  yield  on  that  just  for  a  sec- 
ond? Do  foreign  flag  carriers  not  experience  those  same  expenses? 

Admiral  Herberger.  In  many  cases,  they  do  not  have  the  same 
contracts  as  our  operators  under  our  particular  program. 

There  are  different  contracts  for  the  transport  of  that  grain,  and 
in  other  cases  the  U.S.  operators  are — due  to  the  size  vessel  have 
to  lighter  in.  They  cannot  get  alongside. 

There  are  a  number  of  what  I  would  call  mechanical  problems 
that  many  of  the  foreign  operators  with  smaller  vessels  do  not  face, 
but  again,  it  is  not  all  the  cost,  Senator,  however,  it  is  a  good  por- 
tion of  it. 

Senator  McCain.  I  am  sure  you  can  get  data  from  our  companies 
that  are  transporting  this  equipment,  in  fact  very  much  like  your 
evaluation  of  that  data,  and  whether  these  rates  or  increases  are 
justified. 

Finally,  Admiral,  do  you  know  that  a  proposal  to  "bail  out"  the 
shipbuilding  industry  was  developed  by  the  Department  of  Trans- 
portation in  conjunction  with  your  predecessor  that  was  being  seri- 
ously considered  during  the  last  stages  of  the  last  administration? 

Admiral  Herberger.  For  the  shipyards? 

Senator  McCain.  For  the  shipbuilding  industry. 
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Admiral  Herberger.  I  am  not  aware,  Senator,  of  a  specific  pro- 
gram with  the  last  administration.  As  a  matter  of  fact,  I  thought 
that  the  Card  proposal  did  not  have  any  shipbuilding  portion  to  it. 

Senator  McCain.  I  am  talking  about  the  last  few  months  of  the 
last  administration,  of  the  Bush  administration,  that  the  Maritime 
Commission,  with  the  Department  of  Transportation,  had  devel- 
oped a  proposal  to  keep  alive  U.S. -flag  carriers. 

Admiral  Herberger.  Yes.  The  carriers,  there  was  a  proposal  for 
the  operating  companies,  but  it  did  not  have  a  section  for  the  ship- 
builders. 

Senator  McCain.  Were  you  aware  of  that  proposal? 

Admiral  Herberger.  Yes,  I  was. 

Senator  McCain.  What  is  your  view  of  that  proposal? 

Admiral  Herberger.  I  thought  it  was  very  good,  but  it  did  not 
go  far  enough. 

Senator  McCain.  Well,  did  you  know  that  at  least  media  re- 
ported that  that  proposal  was  turned  down  at  a  high-level  meeting 
at  the  White  House  because  it  was  deemed  to  be  too  much? 

Admiral  Herberger.  I  cannot  address  that,  Senator. 

I  know  that  it  arrived  on  the  Hill  rather  late  in  that  session,  and 
I  do  know  it  did  not  have  anything  of  substance  for  the  shipyards. 

Senator  McCain.  No,  I  am  talking  about  for  the  U.S. -flag  car- 
riers. 

Admiral  Herberger.  No.  I  thought  that  the  administration  had 
submitted  that,  and  therefore  it  had  President  Bush's  support. 

Senator  McCain.  In  this  present  administration  there  was  a  de- 
cision at  the  White  House  that  that  proposal  was  not  agreed  to. 

Admiral  Herberger.  I  never  saw  that. 

Senator  McCain.  You  never  saw  a  media  report  that  said  the 
White  House  had  not  decided  to  subsidize  at  all. 

Admiral  Herberger.  I  saw  a  media  report  a  few  weeks  ago  hav- 
ing to  do  with  a  new  maritime  revitalization  program.  Yes,  I  did 
see  that,  and  it  said  it  had  stopped  due  to  budgetary  reasons,  and 
it  would  not  be  submitted  at  this  time.  Yes,  I  am  aware  of  those 
media  reports,  but  that  was  not  the  Card  proposal,  the  Andrew 
Card  proposal  from  last  year.  There  was  a  different  proposal  that 
had  been  worked  up  within  the  Department  of  Transportation. 

Senator  McCain.  But  your  complaint  about  the  Card  proposal 
was  it  did  not  go  far  enough. 

Admiral  Herberger.  That  was  one  element  of  it.  That  was  my 
personal  opinion,  that  by  not  including  anything  for  the  shipyards, 
it  was  not  a  total  maritime  reform  package.  It  was  good  for  what 
it  did,  for  the  operators. 

Senator  McCain.  But  for  the  operators,  it  was  satisfactory.  You 
just  felt  it  did  not  have  enough  for  the  shipbuilders. 

Admiral  Herberger.  I  questioned  whether  a  7-year,  74-vessel 
program  was  enough.  I  had  some  misgivings  about  that. 

Senator  McCain.  Have  you  got  a  rough  estimate  as  to  what  you 
think  is  enough? 

Admiral  Herberger.  It  has  to  be  longer  than  7  years.  I  would 
say  at  least  10  years.  Any  program  has  to  be  at  least  10  years  in 
order  for  the  companies  to  invest  the  type  of  capital  and  in  order 
to  have  some  stabilization — some  idea  of  how  they  are  going  to  be 
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able  to  do  business  for  the  next  at  least  10-year  window — 7  years 
was  just  too  short. 

Senator  McCain.  Thank  you.  Thank  you,  Mr.  Chairman. 

Senator  Breaux.  Thank  you,  Senator.  Let  me  ask,  you  mentioned 
the  higher  costs  because  of  problems  some  of  our  ships  have  in 
docking.  I  have  been  made  aware  of  one  of  the  ships  from  the  Key- 
stone Corp.  that  has  been  floating  around  off  the  coast  of  the  old 
Soviet  Union  for  about  2  weeks  with  a  shipment  of  grain.  They  can- 
not even  land.  Are  you  aware  of  that  particular  problem? 

Admiral  Herberger.  I  heard  about  that  problem. 

Senator  Breaux.  Is  that  an  example  of  what  you  are  talking 
about  that  some  of  our  ships 

Admiral  Herberger.  It  is  one  of  them  and,  apparently,  my 
knowledge  of  it  is  it  had  to  do  with  port  clearances.  And  the  first 
port  was  in  Novotallinn,  Estonia,  and  there  was  a  difference  be- 
tween the  local  authorities  and  the  Russian  authorities,  and  the 
ship  was  not  officially  on  the  queue  list  to  enter  the  port  and  was 
turned  around  or  they  were  invited  to  get  in  line.  And  apparently 
that  would  take  until  some  time  in  August  if  they  queued  up. 

They  are  on  their  way  to  St.  Petersburg  or  they  may  be  in  St. 
Petersburg  now  in  Russia  to  attempt  to  offload.  So,  yes,  there  was 
a  problem  with  booking  the  vessel  for  discharge  in  Novotallin,  Esto- 
nia. 

Senator  Breaux.  Only  about  4  percent  of  our  agricultural  exports 
in  this  country  go  out  under  cargo  preference  U.S. -flag  vessels.  Out 
of  the  total  96  percent  goes  out  on  under  regular  commercial  ship- 
ment, foreign  flag  vessels,  foreign  crewed,  any  way  they  want  to  do 
them.  Only  4  percent  is  mandated  under  the  cargo  preference  laws. 

What  is  your  opinion  of  the  cargo  preference?  Let  me  get  just  a 
general  statement  from  you  as  to  what  you  think. 

Admiral  Herberger.  I  feel  it  is  another  element  of  support  for 
a  U.S. -flag  merchant  marine.  I  feel  that  we  have  to  keep  a  presence 
in  that  trade.  I  feel  that  the  skilled  mariners  that  come  from  the 
pool  of  ships  in  that  trade  are  vital  to  the  U.S.  Government  fleet 
manning  in  time  of  emergency.  So,  I  think  the  intent  to  provide  a 
U.S. -flag  merchant  marine  is  still  valid. 

Senator  Breaux.  What  is  your  opinion  of  the  Jones  Act? 

Admiral  Herberger.  That  is  another  one  that  is  supportive  of 
maintaining  the  U.S.  merchant  marine.  By  the  nature  of  the  busi- 
ness and  the  depletion  of  the  oil  transport,  the  fleet  is  getting 
smaller.  It  is  vital  to  Hawaii,  to  Alaska,  to  Puerto  Rico. 

And,  again,  many  nations  in  the  world  have  cabotage  laws  which 
reserve  that  right  for  their  nation's  shipping.  And  I  think  the  Unit- 
ed States  should  maintain  our  Jones  Act  to  maintain  that  basis 
that  we  have  for  national  security  and  jobs  for  U.S.  citizens. 

Senator  Breaux.  Well,  let  me  just  conclude.  If  any  of  our  col- 
leagues have  question  they  would  like  to  submit,  they  would  be 
welcome  to  do  so  for  the  record. 

This  committee  is  going  to,  I  think,  look  primarily  to  you  to. lead 
the  charge  on  getting  a  reform  package  together.  Is  a  responsibility 
of  this  President,  it  is  a  responsibility  of  the  Secretary  of  Transpor- 
tation, it  is  a  responsibility  of  this  committee  and  this  Congress, 
but  if  there  is  any  person  who  has  to  take  the  bull  by  the  horns 
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and  actually  put  it  together  and  make  it  work,  it  is  going  to  have 
to  be  someone  at  your  level  and  your  position. 

And  I  am  really  pleased  that  you  have  the  background  as  a  re- 
tired naval  officer,  Vice  Admiral,  the  work  that  you  have  done  as 
Vice  Commander  of  Transportation  Command  gives  you  the  back- 
ground, the  experience  to  do  this. 

Do  not  let  them  shut  you  out.  Make  sure  they  listen  to  you.  Stick 
your  foot  in  the  door  and  then  stick  the  rest  of  your  body  in  the 
door.  Make  sure  you  are  in  on  every  meeting.  Do  not  let  them  shut 
you  out  and  just  tell  you  what  is  happening. 

We  cannot  have  maritime  policy  being  developed  by  people  who 
do  not  know  what  the  maritime  industry  is  all  about.  And  I  think 
we  have  suffered  from  that.  I  mean,  we  have  had  people  who  are 
wonderful  economists  and  we  need  their  services,  but  they  cannot 
be  the  principal,  driving  force  behind  a  maritime  policy.  It  has  to 
be  a  mariner.  It  has  to  be  someone  who  understands  it.  And  they 
have  to  be  part  of  it,  but  they  cannot  be  the  sole  driving  force  be- 
cause it  is  not  going  to  get  done,  because  it  has  not  in  the  past. 
So,  we  are  going  to  look  to  you  to  lead  the  charge. 

With  that,  you  are  excused.  I  look  forward  to  your  confirmation, 
and  look  forward  to  working  with  you. 

Admiral  Herberger.  Thank  you.  Senator. 

Senator  Breaux.  Thank  you,  Admiral. 

This  afternoon  the  committee  will  also  consider,  and  we  now  wel- 
come up,  Dr.  Everett  Michael  Ehrlich.  We  will  consider  the  nomi- 
nation of  Dr.  Ehrlich  of  Pennsylvania  to  be  Under  Secretary  for 
Economic  Affairs. 

The  Under  Secretary  for  Economic  Affairs  advises  the  Secretary 
of  Commerce  on  economic  conditions,  and  supervises  the  Depart- 
ment's activities  in  the  area  of  statistical  economic  analysis.  Two 
main  divisions  within  the  Economic  Affairs  Division  are  the  Bu- 
reau of  the  Census  and  the  Bureau  of  Economic  Analysis. 

Prior  to  his  nomination  by  President  Clinton  to  this  position.  Dr. 
Ehrlich  was  vice  president  for  economic  and  financial  planning  at 
Unisys  Corp.  in  Pennsylvania.  In  addition.  Dr.  Ehrlich  has  had  ex- 
tensive Government  experience  as  an  analyst  and  Assistant  Direc- 
tor of  the  Natural  Resources  and  Commerce  Division  of  the  Con- 
gressional Budget  Office  during  the  years  1977  throug:h  1988. 

Dr.  Ehrlich,  if  confirmed,  faces  a  very  challenging  job  in  prepar- 
ing the  Bureau  of  the  Census  for  the  decennial  census  of  the  year 
2000,  and  assuring  also  that  the  Department  of  Commerce  issues 
timely  and  accurate  reports  on  economic  data,  and  also  on  trade 
statistics. 

I  would  now  welcome  Dr.  Ehrlich  and  will  be  pleased  to  receive 
your  testimony,  and  then  will  proceed  to  questions.  Dr.  Ehrlich. 

STATEMENT  OF  DR.  EVERETT  M.  EHRLICH,  NOMINEE  TO  BE 
UNDER  SECRETARY  OF  COMMERCE  FOR  ECONOMIC  AFFAIRS 

Dr.  Ehrlich.  Thank  you,  Senator  Breaux,  and  members  of  the 
committee  for  the  opportunity  to  appear  before  you  as  you  consider 
my  nomination  to  be  Under  Secretary  of  Commerce  for  Economic 
Affairs. 

I  am  both  honored  and  appreciative  to  be  nominated  to  this  posi- 
tion by  a  President  who  I  respect  and  supported  by  a  Secretary 
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who  I  greatly  admire.  They  have  asked  me  to  manage  the  affairs 
of  the  Nation's  primary  statistical  entities  at  a  time  when  the  pace 
of  change  in  our  economic  lives  makes  the  task  of  measurement 
more  challenging  than  ever  before.  Rapidly  changing  technology, 
the  mounting  importance  of  services,  and  the  growing  role  of  inter- 
national trade  and  investment  have  made  it  ever  more  difficult  to 
measure  our  economic  output  and  well  being,  and  to  gauge  the  true 
state  of  our  economy. 

We  are  producing  goods  and  services  from  biological  products,  to 
financial  derivatives,  to  fax  machines,  to  software  graphics  that 
were  not  imaginable  when  the  national  income  accounts  were  first 
established,  and  we  work  at  jobs  that  our  parents  could  not  imag- 
ine and  that  our  children  will  no  doubt  think  of  as  antiquated.  And 
in  fact,  a  central  function  of  the  Commerce  Department,  as  Sec- 
retary Brown  envisions  it,  is  to  help  promote  these  changes  and  to 
harness  them  as  forces  for  growth  and  opportunity  through  trade 
and  technology  policies. 

But  if  our  economy  is  growing  in  ways  that  make  it  more  difficult 
to  measure,  then  it  is  also  true  that  the  value  of  those  measure- 
ments is  increasing  rapidly.  Businesses  in  today's  competitive  envi- 
ronment rely  on  fast  and  incisive  reactions  to  changes  in  the  envi- 
ronment around  them.  They  are  as  good  as  their  ability  to  process 
information  allows  them  to  be.  Public  policy  rests  on  a  foundation 
of  knowledge  that  our  statistics  constantly  refresh.  Indeed,  Senator 
Breaux,  information  has  become  so  important  that  we  have  named 
our  age  after  it. 

This  is  the  context  within  which  I  desire  to  serve.  I  hope  that  if 
confirmed  I  may  play  a  role  in  turning  the  Economics  and  Statis- 
tics Administration,  which  reports  to  the  Under  Secretary  for  Eco- 
nomic Affairs,  into  a  prominent  feature  on  the  landscape  of  the  in- 
formation age.  By  that  I  mean  turning  its  constituent  entities  into 
a  model  of  innovative,  efficient,  and  effective  information  collection 
and  dissemination.  If  ESA  can  live  up  to  this  description,  then  it 
will  serve  the  businesses  who  use  our  data,  the  policy  process  that 
relies  on  it,  and  the  tax  payer  who  paid  for  it. 

In  my  career  as  a  private  sector  executive  at  Unisys  Corp.  and 
public  sector  research  manager  at  the  Congressional  Budget  Office, 
I  have  had  the  opportunity  to  conduct  and  manage  economic  re- 
search, to  communicate  it  to  political  leaders  and  to  CEO's,  and  to 
assist  in  the  management  of  large  organizations.  If  confirmed,  I 
look  forward  to  applying  this  experience  to  my  role  as  Under  Sec- 
retary for  Economic  Affairs. 

I  appreciate  the  opportunity  to  make  this  statement  to  you  and 
would  be  pleased  to  answer  any  questions  you  may  have. 

[The  biographical  data  and  prehearing  questions  and  answers  of 
Dr.  Ehrlich  follow:] 

Biographical  Data 

Name:  Ehrlich,  Everett  Michael;  address:  5210  Wapakoneta  Road,  Bethesda,  MD 
20816  (after  June  24);  business  address:  Department  of  Commerce,  14th  and  Con- 
stitution Avenue,  NW,  4848  Herbert  Hoover  Bldg.,  Washington,  DC  20230. 

Position  to  which  nominated:  Under  Secretary  for  Economic  Affairs;  date  of  nomi- 
nation: May  24,  1993. 

Date  of  birth:  December  14,  1950;  place  of  birth:  New  York  City. 
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Marital  status:  Married;  full  name  of  spouse:  Nancy  Nicholas  Ehriich;  names  and 
ages  of  children:  Nicholas  James  Ehriich,  8;  Carol  Douglas  Ehriich,  5;  and  Alice 
Kelly  Ehriich,  3. 

Education:  State  University  of  New  York  at  Stony  Brook,  1967-71,  B.A.  (cum 
laude),  Economics,  1971;  and  University  of  Michigan,  1975,  Ph.D.,  Economics. 

Employment:  9/75-12/76,  University  of  Maryland,  Visiting  Assistant  Professor  of 
Economics;  1/77-7/77,  Representative  John  Conyers,  Jr.,  Legislative  Assistant;  8/77- 
12/80,  Congressional  Budget  Office,  Principal  Analyst  on  Natural  Resources;  12/80- 
3/86,  Congressional  Budget  Office,  Deputy  Assistant  Director;  3/86^/88,  Congres- 
sional Budget  Office,  Assistant  Director;  8/88-3/93,  Unisys  Corp.,  Vice  President  for 
Economics;  and  11/91-3/93,  Major  League  Baseball  Players  Association  and  Simon 
Schuster,  Inc.,  Occasional  Part-time  Economic  Consultant. 

Government  experience:  1977-88,  Congressional  Budget  Office;  and  1988-89,  In- 
dustry Strategic  Advisory  Committee  (ISAC  V),  Department  of  Commerce;  rep- 
resented Unisys  on  trade  matters. 

Political  affiliations:  1989-present,  Precinct  Committeeman,  Radnor  Township 
Democratic  Committee,  Wayne,  PA;  1991,  Democratic  candidate  for  Constable, 
Radnor  Township;  1989-present,  Contributions  (totaling  under  $500)  to  Radnor 
Township  Democrats;  and  1990  $100  to  Congressional  Campaign  of  John  Innelli. 

Memberships:  National  Association  of  Business  Economists. 

Honors  and  awards:  Rackham  Fellowship,  Ford  Foundation  Fellowship,  Univer- 
sity of  Michigan. 

Published  writings:  "Information  Technology,  Global  Linkage,  and  U.S.  Competi- 
tiveness," Vital  Speeches  of  the  Day,  1989;  New  Directions  in  Economic  Policy,  with 
Raymond  C.  Scheppach  (Praeger,  1984);  and  Energy  Policy  Analysis  and  Congres- 
sional Action,  with  Raymond  C.  Scheppach  (Lexington  1982). 

CBO  Publications:  New  Directions  for  the  Nation's  Public  Works,  September  1988; 
Economic  Viability  of  Conrail,  August  1986;  Environmental  Regulation  and  Eco- 
nomic Efficiency,  March  1985;  Strategic  and  Critical  Nonfuel  Minerals:  Problems 
and  Policy  Alternatives,  August  1983;  "Structural  Change  in  OPEC  Member  Coun- 
try Production  Decisions,"  OPEC  Review,  Winter,  1980;  'Tsfeeded:  A  Global  Marshall 
Plan,"  The  Washington  Post,  (with  Ronald  E.  Muller),  January  7,  1979;  Two  Book 
reviews,  Political  Science  Quarterly,  1980/81;  "Nuclear  Siting  and  Licensing:  The 
Structure  of  Delays,"  Annual  Conference  of  the  Southern  Economic  Association,  No- 
vember 1978;  "Exogeneity  in  Life-Cycle  Plans,"  in  Five  Thousand  Families,  G.J. 
Duncan  and  J.  Morgan,  eds.,  (University  of  Michigan  Press,  1975);  Understanding 
Natural  Gas  Price  Decontrol,  April  1983;  Financing  Options  for  the  Strategic  Petro- 
leum Reserve,  April  1981;  The  World  Oil  Market  in  the  1980s:  Implications  for  the 
United  States,  May  1980;  The  Windfall  Profits  Tax:  A  Comparative  Analysis  of  Two 
Bills,  November  1979;  The  Decontrol  of  Domestic  Oil  Prices:  An  Overview,  May 
1979;  Delays  in  Nuclear  Reactor  Licensing  and  Construction:  The  Possibilities  for 
Reform,  March  1979;  and  Direct  Federal  Action  on  Oil  Imports:  An  Analysis  of  Im- 
port Fees  and  Quotas,  June  1978,  Senate  Committee  on  Energy  and  Natural  Re- 
sources, Publication  No.  95-110. 

Speeches:  None. 

Qualifications:  As  the  Chief  Economist  of  a  Fortune  500  company  and  the  director 
of  research  for  a  division  of  the  Congressional  Budget  Office,  I  have  had  the  oppor- 
tunity to  serve  as  a  senior-level  economist  to  both  CEOs  and  political  leaders.  I  have 
also  had  the  first-hand  experience  needed  to  manage  large  organizations  such  as  the 
Census  Bureau  or  the  Bureau  of  Economic  Analysis,  while  retaining  the  analytic 
ability  to  direct  research  or  to  communicate  it  to  political  leaders  such  as  the  Sec- 
retary of  Commerce.  This  background  will  allow  me  to  make  the  major  economic 
and  statistical  entities  of  the  (Government — the  Bureau  of  Economic  Analysis  and 
the  Bureau  of  Census — both  more  efficient  and  innovative  while  preserving  their 
basic  integrity  and  adherence  to  the  missions  specified  for  them  by  the  Congress. 

Prehearing  Questions  Asked  by  the  Committee  and  Answers  Thereto  by  Dr. 

Ehrlich 

Question  1.  What  do  you  believe  are  your  qualifications  for  this  position? 

Answer.  In  my  twenty  year  career  as  a  professional  economist,  1  have  held  senior 
management  positions  in  both  the  private  and  public  sectors.  As  Vice  President  and 
Chief  Economist  of  Unisys  Corporation,  I  gained  first  hand  experience  in  developing 
corporate  strategy  and  in  applying  technology  to  business  problems.  Prior  to  my 
time  at  Unisys,  I  served  as  Assistant  Director  of  the  Congressional  Budget  Office, 
where  I  managed  a  Ph.D. -level  research  staff.  In  both  of  these  situations,  I  learned 
how  to  make  economic  analysis  understandable  and  useful  to  both  political  leaders 
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and  CEOs.  I  believe  that  these  activities  and  experiences  will  serve  me  well  if  con- 
firmed by  the  Senate  as  Under  Secretary  of  Commerce  for  Economic  AfTairs. 

Question  2.  What  do  you  think  will  be  your  most  important  task  if  confirmed  as 
Under  Secretary  for  Economic  Afi'airs? 

Answer.  The  most  important  task  that  I  think  I  will  confront,  if  confirrned  as 
Under  Secretary  for  Economic  AfTairs,  is  to  create  a  culture  of  change  within  the 
Bureau  of  the  Census  and  Bureau  of  Economic  Analysis.  It  is  natural  for  organiza- 
tions such  as  these,  with  stable,  long-term  missions,  to  become  set  in  their  ways. 
But  tight  budgets  and  demands  for  more  responsive  government  make  it  imperative 
that  the  Bureaus  seize  opportunities  to  improve  their  productivity  and  levels  of 
service.  I  hope  that,  if  confirmed,  I  will  be  able  to  provide  the  leadership  and  man- 
agement that  will  move  these  agencies  to  the  cutting  edge  of  productivity  and  efTec- 
tiveness  while  maintaining  their  standards  of  professionalism. 

Question  3.  What  will  he  your  major  goals  ii  confirmed? 

Answer.  If  confirmed,  I  would  pursue  the  following  three  major  goals: 

•  First,  I  would  seek  to  accelerate  and  enhance  the  planning  process  for  the  2000 
decennial  census  in  order  to  avoid  repeating  the  shortcomings  tnat  surfaced  during 
the  1990  decennial  census. 

•  Second,  I  would  attempt  to  update  and  expand  the  mission  of  the  Bureau  of 
the  Census  and  the  Bureau  of  Economic  Analysis  to  address  such  pressing  economic 
issues  as  the  environment,  health  care,  and  the  competitiveness  of  the  private  sec- 
tor. 

•  Third,  I  would  seek  to  use  technology  to  make  all  components  of  the  Economics 
and  Statistics  Administration  more  productive  producers  of  information  and  more 
efiiective  disseminators  of  information.  I  would  hope  that,  in  the  not  too  distant  fu- 
ture, every  American  will  have  access  to  ESA's  economic  and  demographic  informa- 
tion over  the  "information  highway"  that  will  soon  link  the  Nation. 

Question  4.  How  do  you  perceive  the  role  of  Under  Secretary  for  Economic  AfTairs 
in  formulating  Departmental  and  Administration  policy? 

Answer.  The  Under  Secretary  for  Economic  Affairs'  primary  role  in  the  economic 
policy  process  is  to  ensure  that  a  timely  and  accurate  flow  of  data  on  current  eco- 
nomic developments  is  provided  to  the  Administration's  leading  economic  policy 
makers.  The  Under  Secretary  for  Economic  afTairs  should  also  assist  the  Secretary 
of  Commerce  in  providing  to  the  economic  policy  process  a  sense  of  the  status  and 
needs  of  the  U.S.  private  sector.  The  Under  Secretary  should  help  the  Secretary  in 
his  work  to  guarantee  that  the  goal  of  U.S.  private  sector  competitiveness  remains 
a  high  priority  of  our  economic  policies. 

Question  5.  If  confirmed,  do  you  plan  to  make  any  major  changes  in  personnel 
or  policy  within  the  offices  reporting  to  the  Under  Secretary  for  Economic  Affairs? 

Answer.  If  confirmed,  I  have  no  plans  to  make  major  changes  in  personnel  or  pol- 
icy within  the  offices  reporting  to  the  Under  Secretary  for  Economic  AfTairs. 

Question  6.  What  changes,  if  any,  do  you  think  that  the  Bureau  of  the  Census 
should  make  in  preparation  for  the  decennial  census  of  the  year  2000? 

Answer.  The  Bureau  of  the  Census  is  now  in  the  early  stages  of  its  planning  cycle 
leading  up  to  the  2000  decennial.  To  address  changes  in  society,  escalating  costs, 
and  increasing  demands  for  data,  I  will,  if  confirmed,  encourage  the  Census  Bureau 
to  investigate  the  following  fundamental  changes  in  the  decennial  census: 

•  attacking  the  difTerential  undercount  by  developing  new  methods  for  counting 
persons  and  areas  that  have  had  poor  coverage  in  past  censuses  and  using  sophisti- 
cated statistical  techniques  that  produce  a  one-number  census, 

•  containing  the  costs  of  the  census  by  using  sampling  for  non-response  follow- 
up, 

•  simplifying  the  census  questionnaire  so  that  the  public  can  complete  it  more 

easily  and  accurately, 

•  investigating  shortening  the  census  questionnaire  by  collecting  detailed  data  in 
different  ways  during  the  census  or  outside  of  the  census, 

•  using  administrative  records  to  help  improve  the  coverage  of  the  population, 

•  using  new  technologies  to  foster  participation  in  the  census  and  to  capture  and 
disseminate  census  data,  and 

•  uncovering  opportunities  for  increased  participation  by  the  USPS,  local  govern- 
ments, ethnic  organizations,  and  the  like. 

The  most  important  task  before  the  Bureau  of  the  Census  is  to  pursue  its  plan- 
ning process  aggressively  in  order  to  determine  how  to  incorporate  any  of  these  pos- 
sible changes  into  the  2000  Census. 

Question  7.  Recently  the  United  Nations  Statistical  Commission  formally  adopted 
a  revised  system  of  national  accounts.  Do  you  foresee  any  difficulties  in  moving  the 
economic  accounts  of  the  Bureau  of  Economic  Accounts  (BEA)  toward  compliance 
with  these  international  standards? 
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Answer.  The  adoption  of  the  System  of  National  Accounts  (SNA)  by  the  Bureau 
of  Economic  Analysis  will  allow  us  to  make  more  ready  comparisons  of  our  national 
income  accounts  with  those  of  other  nations.  The  central  role  played  by  BEA's  Direc- 
tor, Ms.  Carol  Carson,  in  forging  the  international  agreement  specifying  the  SNA 
assures  us  that  BEA  will  be  familiar  with  the  procedures  stipulated  in  the  SNA. 
BEA  is  now  evaluating  the  SNA  recommendations,  consulting  with  users  and  data 
suppliers,  and  preparing  documentation  in  selected  implementation  areas.  Two  of 
these  areas  are  the  government  sector  and  research  ana  development  expenditures, 
where  first  results  will  be  available  this  fall. 

Since  FY  1991,  BEA  has  received  only  about  one-third  of  the  funds  requested  to 
implement  the  SNA.  As  a  result,  BEA  has  already  had  to  stretch  out  the  implemen- 
tation schedule.  BEA  is  seeking  additional  resources  as  part  of  the  Economic  Statis- 
tics Initiative  to  speed  up  implementation. 

Question  8.  The  Presidents  fiscal  year  1994  budget  includes  an  increase  for  the 
Economic  Statistics  Initiative.  How  will  this  initiative  improve  the  capabilities  of 
BEA  and  the  Bureau  of  the  Census? 

Answer.  The  increase  for  BEA,  $3  million,  would  provide  funding  for  the  highest 
priority  items  in  BEA's  efforts  to  modernize  and  extend  its  national  and  inter- 
national accounts.  These  projects  include: 

•  adopting  the  international  SNA  guidelines, 

•  developing  a  survey  on  international  financial  services 

•  producing,  within  a  year,  results  on  accounting  for  the  depletion  of  mineral  re- 
sources within  a  larger  natural  resource  accounting  context,  and 

•  developing  better  measures  of  international  capital  fiows,  where,  according  to 
the  International  Monetary  Fund,  current  data  are  in  a  state  of  crisis. 

The  increase  for  the  Bureau  of  the  Census,  $5.1  million,  would  provide  funding 
to  continue  the  Bureau's  program  to  upgrade  and  expand  data  on  services  industries 
and  to  close  gaps  in  business  statistics.  The  projects  include: 

•  improving  the  measurement  of  services  purchased  by  industry, 

•  collecting  annual  detail  for  more  services  industries,  particularly  in  transpor- 
tation, 

•  expanding  the  collection  of  corporate  financial  data  to  include  service  providers, 

•  improving  the  coverage  of  non-residential  construction,  including  developing 
non-residential  building  price  indexes, 

•  starting  a  program  to  collect  data  on  women-owned  and  minority  businesses  on 
a  annual  basis  rather  than,  as  is  now  the  case,  on  a  quinquennial  basis. 

Question  9.  What,  if  any,  steps  could  the  Department  of  Commerce  take  to  build 

Eublic  awareness  of  the  economic  and  statistical  information  available  through  the 
•epartment? 

Answer.  The  Economics  and  Statistics  Administration  is  a  leader  both  within  the 
Department  of  Commerce  and  the  Federal  Government  in  providing  the  general 
public  with  economic,  demographic,  and  business  information  of  great  value.  Such 
ESA  products  as  the  Economic  Bulletin  Board,  which  provides  daily  economic  statis- 
tical releases  to  on-line  users,  the  National  Trade  Data  Bank,  which  provides  export 
leads  to  thousands  of  businesses,  and  the  National  Economic,  Social,  and  Environ- 
mental Data  Bank,  which  provides  a  massive  amount  of  societal  information  to  the 
public  (including  to  hundreds  of  depository  libraries)  are  at  the  cutting  hedge  of 
bringing  the  Government's  data  into  the  Information  Age.  ESA  is  now  preparing  to 
put  these  products  on  the  INTERNET  system,  where  literally  millions  of  Americans 
will  have  access  to  them. 

Senator  Breaux.  Thank  you  very  much,  Dr.  EhrHch.  Let  me  ask 
you  a  couple  of  questions  about  the  census  in  general. 

It  seemed  like  the  1990  census,  after  we  had  completed  it,  really 
ended  up  with  some  pretty  acrimonious,  I  guess,  debates  over 
whether  census  numbers  could  be  adjusted  after  they  were  submit- 
ted. And  a  lot  of  cities  and  States,  you  know,  spent  a  lot  of  money 
trying  to  adjust  the  numbers  because  they  felt  they  had  been  short- 
changed for  one  reason  or  the  other. 

Do  you  have  any  thoughts  about  what  might  be  done  to  improve 
that  so  we  do  not  have  that  same  type  of  controversy  after  the  next 
census? 

Dr.  Ehrlich.  Well,  I  think  the  No.  1  priority  of  the  Under  Sec- 
retary should  be  to  get  the  2000  census  right.  And  that  means  to 
install  a  technology  for  capturing,  collecting,  and  storing  data  that 
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lets  us  know  in  real-time  fashion  where  a  nonresponse  occurs,  in 
improving  primary  response  perhaps  through  a  better  question- 
naire content  or  a  mix  of  the  short  and  long  form,  and  to  develop 
an  infrastructure  with  community  groups  to  reach  out  into  commu- 
nities and  to  improve  primary  response. 

I  think  that  it  is  possible,  through  a  combination  of  those  dif- 
ferent techniques,  to  improve  the  primary  response  rate  and  to  get 
a  decennial  census  that  is  right  the  first  time. 

Senator  Breaux.  Do  you  nave  any  thoughts  about  later  adjust- 
ments? I  guess  that  is  what  all  the  cities  were  arguing  about.  I 
mean,  no  matter  how  well  it  is  done  somebody  is  going  to  say  they 
have  more  people  than  the  census  says. 

Dr.  Ehrlich.  I  am  in  the  process  of  trying  to  inform  myself  about 
the  1990  adjustment.  And  I  believe  that  ultimately  the  decision  is 
what  set  or  data  best  represents  the  population  of  the  United 
States  as  of  April  1,  1990,  that  that  is  what  the  adjustment  was 
put  in  place  to  inform,  and  I  have  yet  to  review  the  adjusted  versus 
the  original  data  in  a  way  that  would  allow  me  to  make  a  judgment 
on  them  at  this  time. 

Senator  Breaux.  I  do  not  know  if  you  read  it,  but  there  was  in 
March  of  this  year  report  by  the  Onice  of  the  Inspector  General 
from  the  Department  of  Commerce  citing  the  general  management 
of  the  census  operation  as  an  area  of  major  concern.  I  do  not  know 
whether  you  read  that  or  not.  I  would  commend  it  for  your  consid- 
eration. 

But  I  guess  I  would  ask  what  are  your  general  plans,  if  you  have 
any  at  this  stage,  of  improving  the  overall  management  of  the  Bu- 
reau of  the  Census? 

Dr.  Ehrlich.  I  have  no  plans,  sir,  at  this  time.  I  am  informing 
myself  about  the  nature  of  the  field  management.  But  the  way  in 
which  the  field  force  is  deployed  plays  a  critical  role  in  determining 
whether  or  not  the  decennial  census  will  get  the  right  answer  the 
first  time,  and  for  that  reason,  would  be  a  priority  in  the  manage- 
ment of  the  2000  decennial. 

Senator  Breaux.  Well,  the  data  that  is  produced  by  the  census 
is  not  just — I  mean,  maybe  some  person  may  think,  well,  it  is  not 
that  important.  But  obviously  it  is  incredibly  important  informa- 
tion. So  many  decisions  are  based  on  population  and  geographic 
densities  of  this  country  with  regard  to  programs,  and  business  de- 
cisions made  by  the  private  sector. 

I  would  iust  urge  that  when  this  information  is  received,  that  ac- 
cess to  it  Dy  the  private  sector  and  the  citizens  of  this  country  be 
made  available  as  quickly  as  possible,  because  the  Government 
should  not  be  the  only  people  that  have  that  information.  It  is  vi- 
tally important  to  the  private  sector,  and  there  may  be  ways  to 
even  improve  the  dissemination  of  that  material  after  the  2000  cen- 
sus. 

I  think  it  is  incredibly  important  to  have  that  information  and 
make  it  available  as  quickly  as  possible.  Do  you  have  any  thoughts 
about  that? 

Dr.  Ehrlich.  Well,  Secretary  Brown  has  established  information 
dissemination  and  the  creation  of  the  national  information  infra- 
structure as  an  important  goal  for  the  Department.  And  I  believe 
that  both  census  and  the  Bureau  of  Economic  Analysis  have  data 
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bases  that  are  of  importance  to  businesses,  to  communities,  to 
State  and  to  local  governments,  and  that  it  should  be  an  important 
priority  to  make  those  available  in  an  online  fashion,  so  that  in  es- 
sence any  American  who  can  reach  across  the  desk  with  a  modem 
has  access  to  the  data  within  those  agencies. 

Senator  Breaux.  It  is  also  important  to  Congress.  I  mean,  I  per- 
sonally think  Mississippi  probably  has  too  many  members  of  the 
House.  We  need  that  information  as  quickly  as  possible. 

Senator  Lott.  Louisiana  probably  has  too  many  in  the  Senate. 
[Laughter.] 

Senator  Breaux.  Thank  you  very  much.  Senator  Lott. 

Senator  LoTT.  Thank  you,  Mr.  Chairman.  Dr.  Ehrlich,  welcome 
to  the  committee.  Now,  your  position  as  Under  Secretary  of  Com- 
merce for  Economic  Affairs,  which  would  seem  to  indicate  a  lot 
more  than  just  dealing  with  the  Census  Bureau.  Enlighten  us  just 
a  little  bit  about  the  whole  realm  of  this  position  as  you  understand 
it. 

Dr.  Ehrlich.  The  major  components  of  it  are  the  management 
of  the  Bureau  of  the  Census,  the  management  of  Bureau  of  Eco- 
nomic Affairs,  and  the  management  of  the  Office  of  the  Chief  Econ- 
omist and  the  Office  of  Policy  Analysis  within  the  Economics  and 
Statistics  Administration.  The  ESA  comprises  those  four  entities. 

The  Office  of  the  Chief  Economist  provides  an  ongoing  report  on 
current  economic  conditions,  both  in  the  United  States  and  abroad. 
And  the  Office  of  Policy  Analysis  prepares  policy  reports  such  as, 
for  example,  the  Commerce  Department's  report  to  the  Congress  on 
foreign  direct  investment  and  also  prepares  the  economic  Dulletin 
board,  the  national  trade  data  base,  the  national  economic,  social, 
and  environmental  data  base,  and  other  information  products  that 
are  used  by  businesses  and  communities. 

Senator  LoTT.  Would  you  have  an  involvement  in  or  a  reason  to 
be  concerned  with  the  NAFTA,  the  North  American  Free  Trade 
Agreement? 

Dr.  Ehrlich.  No,  that  is  not  directly  related  to  my  position. 

Senator  Lott.  I  thought  that  I  had  read  somewhere  in  this  mate- 
rial that  maybe  that  office  would  be  involved  in  that.  Perhaps  not, 
but  I  heard  you  mention  something  when  you  were  going  through 
that  list. 

Dr.  Ehrlich.  That  is  trade  data.  So,  for  example,  the  trade  data 
that  are  collected  by  the  Census  Bureau  would  be  used  as  part  of 
the  process,  for  example,  of  monitoring  NAFTA  if  it  were  to  be 
voted  up  in  the  Congress,  and  is  part  of  the  background  that  is 
used  to  evaluate  trade  relationships  around  the  world. 

Senator  Lott.  Dr.  Ehrlich,  you  have  an  undergraduate  degree 
from  the  State  University  of  New  York  at  Stony  Brook,  and  your 
Ph.D.  in  economics  from  the  University  of  Michigan. 

Dr.  Ehrlich.  That  is  correct. 

Senator  Lott.  And  did  you  have  teaching  experience  after  that 
or  during  that  process?  Where  did  you  teach  over  the  years? 

Dr.  Ehrlich.  I  taught  as  a  graduate  student  at  the  University 
of  Michigan  and  taught  at  the  University  of  Maryland  at  Baltimore 
County. 

Senator  Lott.  How  long  were  you  at  Maryland? 

Dr.  Ehrlich.  A  year. 
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Senator  Lott.  One  year  as  a  visiting  assistant  professor? 

Dr.  Ehrlich.  That  is  correct. 

Senator  Lott.  And  after  that  you  went  to  work  on  the  staff  as 
a  legislative  aid  for  Congressman  John  Conyers  for  about  6 
months;  right? 

Dr.  Ehrlich.  That  is  correct. 

Senator  Lott.  And  from  there  to  the  CBO? 

Dr.  Ehrlich.  That  is  correct. 

Senator  Lott.  What  is  your  view  of  industrial  policy?  That  is  a 
very  broad  question. 

Dr.  Ehrlich.  It  is  that,  and  like  beauty  it  is  in  the  eve  of  the 
beholder.  I  believe  that  Secretary  Brown  is  acting  out  wnat  some 
people  have  called  industrial  policy  and  whether  it  may  be  called 
that,  it  is  a  reasonable  thing.  That  is,  that  our  Department  is  ac- 
tively involved  in  the  promotion  of  America's  commercial  interests 
in  international  trade,  that  we  now  have  dialogs  with  the  auto- 
mobile and  aerospace  sectors  as  to  what  their  needs  are  and  how 
policy  might  fit  them  toward  the  national  economic  good. 

I  suspect  that  there  are  people  who  would  call  that  industrial 
policy.  I  believe  that  it  is  grounded  not  in  the  ideology  of  industrial 
policy  but  rather  a  pragmatic  approach  to  what  the  economy's 
pressing  problems  are. 

Senator  Lott.  Would  you  be  involved  in  your  position  with  that? 

Dr.  Ehrlich.  In  those  efforts? 

Senator  Lott.  Yes. 

Dr.  Ehrlich.  Yes.  Our  economic  analytic  capabilities  support 
those  efforts  insofar  as  they  contribute  to  the  development  of  the 
understanding  of  the  industry.  They  are  not  the  sole  source  within 
the  Department  of  Commerce  with  that  analysis. 

Senator  Lott.  In  your  opinion,  should  our  Government  involve  it- 
self more  directly  in  the  market?  For  example,  should  we  target 
certain  sectors  for  new  and  additional  subsidies,  set  targets  for 
trade  volume  by  sector,  and  so  forth? 

Dr.  Ehrlich.  No,  I  am  hesitant  to  secondguess  the  market.  I  be- 
lieve that  there  are  specific  technologies,  for  example,  that  are  of 
importance  to  the  country  for  economic  and  often  social,  environ- 
mental, or  strategic  or  military  purposes,  but  I  think  that  the  Grov- 
ernment's  intervention  should  be  guided  by  that  kind  of  a  calculus 
as  opposed  to  interfering  and  second  guessing  the  decisions  of  pri- 
vate decisionmakers. 

Senator  Lott.  Would  you  describe  yourself  as  a  free  enterprise 
capitalist? 

Dr.  Ehrlich.  I  believe  I  would.  I  would  certainly  describe  myself 
as  a  believer  in  the  free  enterprise  system,  and  I  certainly  have 
been  a  capitalist  in  my  career. 

Senator  Lott.  Throughout  your  career? 

Dr.  Ehrlich.  No.  I  have  been  a  civil  servant,  as  well. 

Senator  Lott.  That  might  be  mutually  exclusive.  [Laughter.l 

Dr.  Ehrlich.  I  am  going  to  find  out  this  trip.  [Laughter.] 

Senator  Lott.  I  believe  that  is  all  I  will  ask  at  this  time,  Mr. 
Chairman,  but  I  would  like  to  ask  the  record  be  kept  open.  I  know 
there  are  a  number  of  Senators,  and  we  are  both  on  the  Merchant 
Marine  Committee,  and  I  know  there  are  a  number  of  Senators  on 
that  committee  that  would  like  to  perhaps  ask  additional  questions. 
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We  may  even  have  a  possibility  to  address  some  concerns  if  we 
could  keep  the  record  open  after  this  hearing. 

Senator  Breaux.  Without  objection,  that  will  be  the  order. 

Senator  Bums. 

Senator  Burns.  I  do  not  have  any  questions  at  this  time,  al- 
though I  would  request — I  have  one  question  for  you  at  this — I  was 
looking  over  this  thing  what  are  the  duties  of  a  constable  in  Mary- 
land? 

Dr.  Ehrlich.  In  Pennsylvania,  the  constable  enforces  orders  of 
the  court,  as  I  understand  it.  I  was  a  candidate  for  that,  and  I  am 
pleased  to  say  that  I  ran  ahead  of  my  registration. 

Senator  Burns.  But  lost? 

Dr.  Ehrlich.  Decisively,  Senator.  [Laughter.] 

Senator  Burns.  I  am  not  even  going  to  go  into  that.  That  is  the 
first  time  I  have  ever  seen  a  Ph.D.  run  for  constable.  [Laughter.] 

Dr.  Ehrlich.  Is  it  the  first  time  you  have  seen  a  Democrat  run 
for  constable?  [Laughter.] 

Senator  Burns.  No,  we  have  Democrats  run  for  constable  up  in 
our  part  of  the  country.  [Laughter.] 

I  will  say  one  thing  with  that,  though,  I  think  it  was  Tip  O'Neill 
that  said  if  you  cannot  run  a  sheriffs  race  you  got  no  business 
being  here.  Ajid  I  would  have  to  concur  with  that. 

I  have  got  a  couple  of  questions  that  have  popped  into  my  head, 
but  I  wanted  to  reserve  those  for  a  later  date,  and  I  thank  you, 
Doctor. 

Senator  Breaux.  Senator  IVIcCain. 

Senator  McCain.  Dr.  Ehrlich,  I  was  just  looking  through  your 
list  of  things  you  published,  and  I  noticed  in  1979  you  wrote  an  ar- 
ticle for  the  Washington  Post  that  said,  "Needed:  A  Global  Mar- 
shall Plan."  In  retrospect,  did  we  need  a  global  Marshall  Plan  in 
1979? 

Dr.  Ehrlich.  I  think  that  the  parameters  of  the  program  that 
were  in  that  article  were  a  good  idea  and  would  have  proved  to 
have  been  a  good  idea. 

Senator  McCain.  What  were  the  parameters? 

Dr.  Ehrlich.  The  Marshall  Plan  was  a  term  of  art.  It  talked 
about  the  lending  facihty  for  LDC's  that  would  have  improved  U.S. 
exports  to  them,  and  that  was  the  gist  of  it. 

Senator  McCain.  We  have  not  given  enough  money  to  LDC's? 

Dr.  Ehrlich.  I  think  that 

Senator  McCain.  That  we  needed  a  Marshall  Plan  in  1979  to  do 
that? 

Dr.  Ehrlich.  I  think  that  that  plan  would  have  accomplished  the 
goal  of  increasing  American  exports. 

Senator  McCain.  It  would  have  taken  what  form? 

Dr.  Ehrlich.  In  the  form  of  a  multilateral  public  seeded  private 
levered  lending  facility,  as  I  recall  the  article,  that  would  make 
loans  to  Third  World  Nations  for  their  importation  of  U.S.  capital 
goods  and  the  like. 

Senator  McCain.  Well,  I  will  not  dwell  on  it,  but  that  is  far  dif- 
ferent from  a  Marshall  Plan,  Dr.  Ehrlich.  You  and  I  both  know  it. 
And  so  I  will  be  interested  in  reading  the  article.  Because  what  you 
just  described  has  no  relation  whatsoever  to  the  Marshall  Plan  by 
any  definition. 
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I  would  like  to  have  a  couple  of  questions  reserved,  Mr.  Chair- 
man, and  I  would  like  to  keep  the  record  open. 

Senator  Breaux.  Without  objection,  the  record  will  be  kept  open 
for  additional  submissions. 

You  had  mentioned — I  was  reading  the  book  that  you  wrote 
called  "New  Directions  in  Economic  Policy,"  and  I  am  sorry  Senator 
McCain  has  to  leave  because  it  may  give  him  more  benefit  of  where 
you  are  coming  from  on  economic  policy.  But  we  will  put  it  in  the 
record. 

[The  information  referred  to  may  be  found  in  the  committee's 
files.] 

Senator  Breaux.  In  the  book  you  talk  about  how  Government,  it- 
self, cannot  just  generate  growth,  but  that  Government  can  contrib- 
ute to  economic  advance  without  secondguessing  or  countermand- 
ing the  decisions  of  firms  or  market  signals.  Can  you  tell  us  what 
you  were  thinking  about  when  you  talked  about  how  Government, 
itself,  cannot  generate  growth? 

Dr.  Ehrlich.  The  Government  is  not  the  source  of  capital  accu- 
mulation and  is  not  the  source  of  value  added  in  the  economy,  and 
therefore,  by  definition,  can  create  growth.  I  would  use  the  meta- 
phor that  tne  Government  can  provide  a  frame  but  cannot  be  the 
picture.  And  that  is  through  technology  policy,  through  manage- 
ment of  the  institutions  that  determine  the  competitive  field  of  play 
that  the  Government  can  create  incentives  that  improve  or  lead  to 
an  improved  performance  in  the  private  sector. 

And  I  think  that  that  is  the  nature  of  the  relationship  between 
the  two  sectors,  and  I  believe  that  that  is  very  consonant  with  the 
relationship  imagined  in  this  administration. 

Senator  Breaux.  A  question  was  raised  about  industrial  policy, 
and  I  noticed  that  you  also  mention  an  industrial  policy  in  that 
same  article,  "New  Directions  in  Economic  Policy,"  and  you  say  any 
industrial  policy  will  be  unproductive  so  long  as  league  high  Fed- 
eral deficits  keep  the  interest  rates  up  and  the  dollar's  exchange 
rate  at  untenable  levels.  What  were  you  trying  to  convey? 

Dr.  Ehrlich.  That  you  cannot  drive  with  one  foot  on  the  brake 
and  one  foot  on  the  accelerator,  that  even  if  you  were  to  go  out  and 
target  specific  sectors  of  the  economy  for  stimulus,  that  if  you  did 
so  in  an  anti-investment,  antiexport  environment  with  an  unfavor- 
able interest  rate  and  exchange  rate,  that  ultimately  the  policy 
would  be  counterproductive. 

Senator  Breaux.  Thank  you.  I  notice  also  you  had  written  a 
number  of  articles  on  energy  matters,  natural  gas,  price  control,  de- 
controls, the  world  oil  market  in  the  eighties,  implications  for  the 
United  States,  the  windfall  profits  tax — something  that  was  very 
near  and  dear  to  my  heart  in  a  unique  perverse  way — the  domestic 
decontrol  of  oil  prices.  What  were  your  points  or  theses  in  those  ar- 
ticles if,  in  fact,  there  was  a  common  thesis? 

Dr.  Ehrlich.  Aside  from  my  own  views  that  the  decontrol  of  nat- 
ural resources  was  important  in  responding  to  the  economic  and 
strategic  threats  posed  by  oil  imports,  those  articles  were  largely 
analytic  as  opposed  to  normative  or  subjective  in  nature.  They  were 
done  for  the  Congressional  Budget  Office  and  their  intents  were  to 
provide  a  numbers  framework  from  which  the  debate  could  con- 
tinue. 
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Senator  Breaux.  Was  the  policy  thrust  in  favor  of  decontrol  or 
in  favor  of  more  control? 

Dr.  Ehrlich,  I  believe  it  was  in  favor  of  decontrol;  yes. 

Senator  Breaux.  Those  must  be  great  articles.  [Laughter.] 

No,  I  just  wanted  to  check  and  see.  There  was  a  whole  number 
of  them.  These  were  done  for  the  Congressional  Budget  Office? 

Dr.  Ehrlich.  That  is  right. 

Senator  Breaux.  All  right.  Well,  I  think  you  have  a  good  record 
here,  from  what  I  have  seen.  And  we  will  keep  the  record  open  in 
case  some  of  our  colleagues  have  some  additional  questions  that 
they  would  like  to  submit. 

And  with  that,  you  are  excused  and  this  hearing  is  now  con- 
cluded. 

[Whereupon,  at  2:35  p.m.,  the  hearing  was  adjourned.] 
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Questions  Asked  by  Senator  rollings  and  Answers  Thereto  by  Admiral 

Herberger 

Question  1.  At  one  point,  it  seemed  as  though  any  hope  for  a  maritime  reform 
proposal  from  the  Administration  for  this  year  had  vanished.  However,  there  have 
oeen  recent  reports  in  the  media  that  the  White  House  has  renewed  its  efforts  to 
develop  a  maritime  reform  plan.  What  do  you  believe  needs  to  be  done  to  realize 
this  goal? 

Answer.  In  April,  Secretary  Peiia  presented  to  the  National  Economic  Council 
(NEC)  a  program  which  would  provide  direct  and  indirect  Federal  assistance  to 
U.S. -flag  operators  and  U.S.  shipyards  as  a  means  of  helping  the  industry  become 
competitive  in  the  international  market.  The  NEC  debated  the  program  over  the 
course  of  several  weeks  and  initially  chose  to  defer  any  action  pending  completion 
of  a  Department  of  Defense  (DOD)  "bottom-up"  review  of  defense  mobility  require- 
ments. 

Given  the  current  state  of  the  industry  and  statements  by  officials  from  APL  and 
Sea-Land  that  they  intend  to  reflag  their  ships  in  the  absence  of  a  maritime  pro- 
gram, a  decision  was  recently  made  to  proceed  with  the  NEC  deliberations.  A  mari- 
time industry  revitalization  initiative  remains  under  consideration  by  several  agen- 
cies and  Departments. 

One  of  the  crucial  issues  is  funding  for  a  maritime  industry  revitalization  pro- 
gram. Severe  budgetary  limitations  have  already  been  placed  on  attempts  to  in- 
crease Federal  expenditures,  and  financing  priorities  for  some  of  the  President's  ini- 
tiatives have  yet  to  be  resolved. 

Question  2.  In  your  most  recent  capacity,  you  served  as  a  maritime  consultant  for 
the  International  Planning  and  Analysis  Center  (IPAC),  with  heavy  emphasis  in 
your  work  on  intermodalism.  To  what  extent  could  we  promote  intermodalism  to 
make  the  U.S.  Merchant  Marine  more  competitive  internationally? 

Answer.  Intermodalism,  compared  to  single-mode  transportation,  demands 
interdependency  on  an  immense  geographical  scale.  As  a  result,  communications — 
in  the  broadest  sense — between  the  myriad  parties  is  of  major  importance.  Govern- 
ment's role  is  to  act  as  a  catalyst  between  all  of  the  intermodal  participants  so  that 
the  advantages  of  intermodalism  multiply  to  the  benefit  of  all  the  participants. 

I  have  always  stressed  the  efficacy  of  cooperation  and  the  utilization  or  improve- 
ment of  existing,  proven  technology.  As  Maritime  Administrator,  I  will  continue  to 
advocate  solutions  which  are  timely,  economical  and  reliable. 

A  low  cost,  practical  example  of  such  cooperation  is  the  Maritime  Administration 
Cargo  Handling  Cooperative  Program  (CHCP),  an  alliance  of  the  Government  and 
U.S. -flag  container  carriers  that  cost  shares  intermodal  research  projects. 

We  must  work  together  to  strengthen  the  "weak  links"  within  and  outside  the  ma- 
rine terminals.  Since  the  land  movement  of  containers  constitutes  a  significant  cost 
for  U.S. -flag  carriers,  I  intend  to  continue  and  strengthen  the  Agency's  initiative  in 
improving  landside  access  and  its  integration  with  the  objectives  of  the  ISTEA  legis- 
lation. 

Waterside  connectivity  is  equally  important:  At  least  two  of  our  major  container 
ports  are  presently  constrained  by  the  draft  limitations  and  the  complexities  of  re- 
medial dredging.  Other  ports  are  likelv  to  experience  similar  restraints.  I  am  com- 
mitted to  environmental  protection  ana  physical  improvement  of  channels.  Since  our 
national  well-being  demands  a  responsible,  balanced  policy,  the  Maritime  Adminis- 
tration will  work  with  the  appropriate  Federal,  State,  and  local  agencies  to  achieve 
that  end. 

Modern  containerization  began  as  a  maritime  initiative  in  the  late  1950s  and 
most  of  the  intermodal  advances  since  then  have  originated  with  ocean  carriers. 
However,  the  benefits — and  the  responsibilities — are  multi-modal.  In  addition  to 
working  with  the  private  transportation  industry,  the  Maritime  Administration  will 
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work  closely  with  other  agencies  in  the  Department  of  Transportation,  including  the 
Office  of  Intermodalism. 

Question  3.  The  Department  of  Defense  has  received  some  criticism  for  its  failure 
to  utilize  fully  our  Nation's  intermodal  systems  during  recent  international  crises. 
Given  your  experiences  in  the  Navy,  the  U.S.  Transportation  Command,  and  most 
recently  with  IPAC,  how  would  you  propose  to  employ  intermodalism  more  effi- 
ciently in  any  future  operations  of  the  Ready  Reserve  Fleet? 

Answer.  Tne  benefits  to  the  Department  of  Defense  (DOD)  of  access  to  a  "seam- 
less" intermodal  pipeline  were  proven  during  Operations  DESERT  SHIELD/ 
DESERT  STORM. 

Given  the  success  that  DOD  experienced  during  the  Middle  East  conflict  in  mov- 
ing critical  supplies  on  commercial  containerships  in  door-to-door  service,  the  U.S. 
Transportation  Command  and  the  Joint  Chiefs  of  Stall,  with  cooperation  from  the 
Services,  are  taking  steps  to  increase  shipments  of  ammunition  and  supplies,  as 
well  as  wheeled  military  equipment,  on  commercial  containerships.  In  fact,  during 
a  recent  military  exercise  two  U.S. -flag  containerships  carried  wheeled  equipment 
in  containers  and  on  commercial  fiatracks  from  the  Pacific  Northwest  to  Korea, 
while  two  containerships  carried  similar  equipment  from  Korea  to  the  Pacific  North- 
west. 

Currently  there  are  no  containerships  in  the  Ready  Reserve  Force  (RRF).  Nearly 
60  percent  of  the  dry  cargo  ships  in  the  RRF  are  breakbulk  ships  which  were  built 
prior  to  the  development  of  technologically-advanced  commercial  intermodal  trans- 

f)ortation  systems  and,  therefore,  will  not  be  the  most  efficient  vessels  to  use  in  the 
uture  as  DOD's  Defense  Transportation  System  evolves  into  an  intermodal  system. 

Question  4.  The  commercial  shipbuilding  capability  in  the  U.S.  is  virtually  non- 
existent. The  industry  suffered  a  tremendous  setback  in  1981  when  the  Reagan  Ad- 
ministration terminated  all  shipbuilding  subsidies  in  this  country.  Our  shipbuilders 
will  soon  be  faced  with  an  aaditional  blow  when  the  military  cutbacks  that  are 
scheduled  to  take  place  go  into  effect.  Thousands  of  jobs  have  already  been  lost,  and 
our  industrial  base  continues  to  erode.  Do  you  have  any  ideas  as  to  how  we  may 
be  able  to  reverse  this  decline,  rebuild  U.S.  shipyards,  and  help  to  make  them  com- 
petitive in  the  world  market  once  again? 

Answer.  I  believe  that  several  measures,  in  combination,  are  needed  to  reverse 
the  decline  being  experienced  by  U.S.  shipyards  and  to  help  the  industry  convert 
from  a  defense-oriented  industry  to  a  commercial-oriented  indiistry. 

Pressure  must  be  brought  upon  the  governments  of  foreign  shipbuilding  nations 
to  eliminate  subsidies  to  their  shipyards.  However,  this  action  alone  will  not  make 
the  U.S.  shipbuilding  industry  competitive  internationally.  Title  XI  loan  guarantees, 
defense  conversion  funds,  Acfvanced  Research  Projects  Agency  R&D  funds,  Export- 
Import  Bank  financing  and  other  non-DOT  Federal  assistance  will  be  needed  to  help 
the  U.S.  shipbuilding  industry  capture  a  share  of  the  commercial  shipbuilding  or- 
ders that  are  expected  worldwide  over  the  next  few  years. 

In  addition,  joint  ventures  between  U.S.  and  foreign  shipyards  will  enable  U.S. 
yards  to  adopt  the  technologies  that  have  helped  foreign  shipyards  build  high-qual- 
ity ships  cheaply  and  quickly.  Robotics,  computer-aided  design,  and  computer-driven 
just-in-time  inventory  control  are  examples  of  high -technology  systems  in  use  by  the 
most  efficient  foreign  shipbuilders. 

Federal  efforts  to  help  stimulate  commercial  ship  construction  in  the  United 
States  should  not  be  limited  to  the  so-called  "first  tier'  shipyards;  our  efforts  should 
be  placed  wherever  the  United  States  might  be  able  to  develop  a  comparative  ad- 
vantage in  ship  construction.  For  example,  considerable  interest  has  been  raised 
within  the  maritime  industry  about  new  classes  of  vessels  designed  for  the  expand- 
ing North-South  trade.  Several  of  the  smaller  U.S.  shipyards,  the  so-called  "second 
tier"  shipyards,  are  already  highly  competitive  internationally  and  are  capable  of 
building  vessels  for  the  short-sea  trades,  as  well  as  for  our  extensive  inland  water- 
way systems. 


Letter  From  Harold  J.  Creel,  Jr.,  Senior  Counsel,  Merchant  Marine 

Subcommittee 

May  24,  1993. 
Carlos  Diaz  Olivo,  Esq. 
G.P.O.  Box  362829 
San  Juan,  Puerto  Rico    00936-2829 

Dear  Carlos:  I  was  delighted  to  have  met  you  over  the  weekend  in  San  Juan. 
I  wish  we  could  have  spent  more  time  talking  about  the  many  issues  we  have  in 
common.  Hopefully,  we  can  do  that  the  next  time  we  meet. 
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I  have  enclosed  a  copy  of  Senator  Breaux's  introductory  statement  on  the  ship- 
building bill  and  two  reform  bills  that  were  just  introduced  in  the  House.  I  would 
be  particularly  interested  in  your  views  on  the  non-contiguous  trade  restrictions  be- 
ginning on  page  17  of  H.R.  2151.  This  is  compromise  language  that  was  drafted  to 
address  the  concern  of  Matson,  Crowley,  APL,  Sealand,  TOTE,  and  other  carriers. 
It  is,  basically,  a  complicated  way  of  carving  up  the  non-contiguous  trades  between 
carriers.  The  unsubsidized  carriers  in  the  domestic  trade  are  worried  that  the  car- 
riers that  operate  in  both  the  international  trade  with  subsidy  and  the  domestic 
trade  without  subsidy  will  have  an  unfair  advantage  over  them. 

We  are  continuing  to  work  on  a  reform  bill  and  ways  to  pay  for  it.  I  would,  there- 
fore, be  anxious  to  hear  your  views. 

Again,  it  was  a  pleasure  to  meet  you. 
Sincerely, 

Harold  J.  Creel,  Jr., 
Senior  Counsel,  Merchant  Marine  Subcommittee. 


Letter  From  Stephen  D.  Potts,  Director,  U.S.  Office  of  Government  Ethics 

June  4,  1993. 

The  Honorable  Ernect  F.  Hollings, 

U.S.  Senate, 

Washington,  DC    20510-6125 

Dear  Mr.  Chairman:  In  accordance  with  the  Ethics  in  Government  Act  of  1978, 
I  enclose  a  copy  of  the  financial  disclosure  report  filed  by  Admiral  Albert  J. 
Herberger,  who  has  been  nominated  by  President  Clinton  for  the  position  of  Admin- 
istrator for  the  Maritime  Administration  at  the  Department  of  Transportation. 

We  have  reviewed  the  report  and  have  also  obtained  advice  from  the  United 
States  Department  of  Transportation  concerning  any  possible  conflict  in  light  of  its 
functions  and  the  nominee's  proposed  duties.  A  summary  of  the  agreements  reached 
by  Admiral  Herberger  and  the  Department  is  outlined  in  the  enclosed  letter  dated 
May  25,  1993,  from  the  Department's  Designated  Agency  Ethics  Official. 

Based  thereon,  we  believe  that  Admiral  Herberger  is  in  compliance  with  applica- 
ble laws  and  regulations  governing  confiicts  of  interest. 
Sincerely, 

Stephen  D.  Potts, 

Director. 


LETTER  FROM  ROSALIND  A.  KNAPP,  ACTING  GENERAL  COUNSEL,  DEPARTMENT  OF 

TRANSPORTATION 

May  25,  1993. 

The  Honorable  STEPHEN  D.  POTTS 
Director,  Office  of  Government  Ethics, 
Washington,  DC    20005-3917 

Dear  Mr.  Potts:  This  letter  is  submitted  in  accordance  with  the  provisions  of  5 
C.F.R.  §  2634.604(c)  concerning  the  Financial  Disclosure  Report  (SF-278)  of  Vice  Ad- 
miral Albert  J.  Herberger,  USN  (Ret.)  Admiral  Herberger  has  been  nominated  to 
be  the  Administrator  of  the  Maritime  Administration  at  the  Department  of  Trans- 
portation.! I  have  reviewed  Vice  Admiral  Herberger's  Financial  Disclosure  Report 
and  I  find  that  his  financial  interests  will  not  present  a  confiict  of  interest  with  his 
duties  as  the  Maritime  Administrator. 

Vice  Admiral  Herberger's  financial  interests  include  a  401(k)  plan,  an  individual 
retirement  account,  a  savings  account  with  the  Navy  Federal  Credit  Union,  and  an 
interest  in  a  residential  rental  property.  With  respect  to  positions  held  outside  the 
U.S.  Government,  Vice  Admiral  Herberger  is  a  Vice  President  at  large  in  the  Na- 
tional Defense  Transportation  Association  and  has  memberships  in  the  Society  of 
Naval  Architects  &  Marine  Engineers,  the  American  Defense  Preparedness  Associa- 
tion, and  the  Navy  League  of  the  United  States.  Vice  Admiral  Herberger  has  agreed 
that,  if  he  is  confirmed,  he  will  resign  from  each  of  these  organizations. 


15  C.F.R.  §2634.604<cX2Xl)  requires  that  I  enclose  a  copy  of  the  position  description  with  the 
report  if  one  is  available.  There  is  no  position  description  for  any  of  the  Presidential  appointees 
in  the  Department  of  Transportation.  A  description  of  the  duties  of  the  Maritime  Administrator 
can  be  found  at  49  C.F.R.  §  1.66. 
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Vice  Admiral  Herberger  is  currently  serving  as  a  consuitanu  lu  uie  Lycpai„i.. 
of  Transportation.  He  was  formerly  a  Vice  President  of  the  International  Planning 
&  Analysis  Center  (IPAC),  Arlington,  Virginia.  While  at  IPAC,  Vice  Admiral 
Herberger's  princioal  activity  was  to  provide  consulting  services  to  Sea-land  Serv- 
ices, Inc.,  Edison,  New  Jersey.  Vice  Admiral  Herberger  has  agreed,  if  confirmed,  to 
be  recused,  for  a  period  of  one  year,  from  personal  and  substantial  participation  in 
particular  matters  pending  at  the  Maritime  Administration  that  would  have  a  direct 
and  predictable  effect  upon  the  financial  interests  of  Sea-band  Services,  Inc. 

Based  upon  these  representations,  I  find  that  no  confiict  of  interest  will  arise  as 
a  result  of  Albert  J.  Herberger  being  confirmed  as  the  Administrator  of  the  Mari- 
time Administration  at  the  Department  of  Transportation. 
Sincerely, 

Rosalind  A.  Knapp, 
Acting  General  Counsel. 
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